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WTO  meeting  hosts  Reed  Elsevier 
accused  of  ‘selling  directors  quit  in 
government  access’  row  over  new  Cl 


Nato  dismisses  Serb  ceasefire 

Alliance  vows  to  continue  bombing  until  Yugoslav  forces  pull  out  of  Kosovo  and  let  refugees  return 


row  over  new  CEO  Browwenmtionaiswr 


Internationa/  companies  have 
been  invited  to  help  pay  for  the 
World  Trade  Organisation's  min- 
isterial meeting  in  Seattle, 
prompting  claims  that  the  city's 
host  committee  is  selling  access 
to  government  officials.  Page  16 

US  concern  over  euro-zone  poficfes 
Edwin  Truman,  a senior  US  Trea- 
sury official,  attached  the  11- 
country  euro-zone  for  its  over- 
reliance on  export-led  growth 
which  “imposes  economic  bur- 
dens on  others”.  Europe,  Page  3 

Locfcsrhfa  bomb  suspects  charged 
The  two  Libyans  suspected  of 
causing  the  1988  PanAm  air 
crash  at  Lockerbie  in  Scotland 
were  charged  with  murder,  con- 
spiracy to  murder,  and  broaches 
of  UK  aviation  law  when  they 
appeared  before  a Scottish 
sheriff  in  the  Netherlands. 
International,  Page  7 

East  Timor  groins  and  ceasefire 
East  Timor’s  chances  of  moving 
peacefully  towards  independence 
were  eroded  as  pro-indepen- 
dence and  pro-Indonesian 
groups  issued  calls  to  arms. 
Asia-Pacific,  Page  6 

Chile  to  make  Pinochet  trial  case 
The  Chilean  government  is  set  to 
argue  that  loopholes  in  its 
amnesty  law  mean  a trial  in  Chile 
for  General  Augusta  Pinochet 
could  include  the  period  when 
his  dictatorship  was  at  its  most 
brutal.  Latin  America,  Page  4 

Russian  market  dampdown  urged 
Russia’s  top  stock  market  regu- 
lator called  for  tough  criminal 
sanctions  to  help  damp  down  on 
abuses  against  investors. 

Europe,  Page  3 

Gore  seeks  Silicon  Valley  vote 
US  vice- president  A!  Gore,  who 
last  month  claimed  to  have  “cre- 
ated” the  internet,  brought  his 
campaign  for  the  2000  Demo- 
cratic party  presidential  nomina- 
tion to  Silicon  Valley. 

US,  Page  4 

China  pfans  national  cade  network 
China  plans  to  establish  a 
country-wide  cable  network  with 
the  potential  to  provide  both  tele- 
vision and  telecommunications 
services.  Asia-Pacific,  Page  6 

BJP  stands  by  defence  minister 
India's  Bharatiya  Janata  party-led 
ailing  coalition  attacked  its  critics 
as  a crucial  ally  withdrew  two 
ministers  in  a war  of  nerves  over 
the  regime's  refusal  to  dismiss  its 
controversial  defence  minister. 
Ada-Pacific,  Page  6 

Caff  for  high  Algerian  poll  turnout 
Moutoud  Hamrouche,  contender  ' 

in  Algeria's  presidential  election,  j 

stepped  up  pressure  for  a free 
election  by  caIBng  for  a big  turn- 
out International,  Page  7 


Reed  Elsevier's  troubled  search 
for  a chief  executive  officer 
erupted  In  acrimony  after  two 
directors  of  the  Anglo- Dutch 
publisher  resigned  and  discus- 
sions with  the  leading  candidate 
for  the  job  ended.  Companies 
and  Markets,  Page  17;  Lex, 
Page  16 

Hie  European  junk  bond  market, 
which  effectively  closed  down 
after  the  Russian  debt  default 
last  August,  has  sprung  back  to 
life  with  a number  of  UK  and 
continental  companies  launching 
high-yield  bonds.  Companies 
and  Markets,  Page  17 

Japan’s  economy  risks  facing  its 
first  real  bout  of  consumer  price 
deflation  this  year  because  the 
prospects  for  economic  recovery 
remain  weak,  Yutaka  Yamaguchi, 
the  Bank  of  Japan's  deputy  gov- 
ernor, warned.  Page  16 

Gillette,  the  US  consumer 
products  group  known  for  Its 
razors,  suffered  a sharp  fall  ‘m  its 
share  price  In  early  New  York 
trading  after  a warning  that  first- 
quarter  earnings  would  fall  short 
of  estimates.  Companies  and 
Markets,  Page  17 

Mannesman!!,  the  German 
industrial  conglomerate.  Is  to 
broaden  its  attack  on  Germany's 
telecommunications  market  by 
operating  the  o.tel.o  fixed-line 
business  it  acquired  for 
DM2.25bn  late  last  week  as  a 
separately  branded  operation. 
European  companies.  Page  20 

Ofivettf  set  a floor  of  35  per  cent 
on  the  minimum  stake  it  would 
accept  In  Telecom  Italia  and  said 
it  would  withdraw  its  €60.4bn 
($65_2bn)  hostile  bid  if  T)  share- 
holders approved  the  conversion 
of  non-voting  savings  sfwes  into 
common  voting  stock.  European 
companies,  Page  20 

News  Carp  shares  surged  12  per 
cent  in  Sydney  after  it 
announced  that  Liberty  Media  of 
the  US,  controlled  by  AT&T, 
would  acquire  about  8 per  cent 
of  Rupert  Murdoch’s  global 
media  group,  kiternational  com- 
panies, Page  22;  Lex,  Page  16 

A Paris  court  is  to  hear  a 
complaint  in  the  takeover  battle 
between  France’s  three  largest 
listed  banks  - Banque  Nationals 
de  Paris.  Paribas  and  Sodhte 
G6n6rale  - on  June  1,  delaying 
the  possibility  of  a quick  out- 
come. European  companies, 
Page  20 


Nato  allies  last  night  dismissed  a 
unilateral  ceasefire  by  Yugo- 
slavia as  inadequate,  and  vowed 
to  continue  bombing  until  Bel- 


Yugoslav  government  said  Presi- 
dent SlobodaiLMlosevic  was  wor- 
ried about  the  mounting  costs  of 
Naths  air  wimpnigri  against  his 
forces  and  by  substantial  damage 
to  the  ooimtrjte  infrastructure. 


grade  pulled  its  troops  out  of  The  announcement  on  Serbian 


Kosovo  to  let  refugees  return  television  said  that  “on  the  occa- 
unriar  Nato  escort.  sion  of  the  greatest  Christian  hoi- 

But  the  Yugoslav  ceasefire  was  iday,  Easter”  (which  in  orthodox 
coupled  with  an  announcement  Serbia  Is  celebrated  next  Sunday) 
of  immediate  talks  with  Ibrahim  army  and  police  would  cease 
Rugova.  the  moderate  ethnic  operations  against  Hie  terrorist 
Albanian  leader,  on  political  Koeovo  Liberation  Army”  at  8pm 
autonomy  for  Kosovo.  local  time  last  night 

With  the  peace  overture  given  The’  ^statement  referred  to 
more  weight  by  Mr  Rugova’s  recent  meetings  between  Mr 
apparent  Involvement,  the  conn-  Rugova  and  Mr  Milosevic  and 
cti  of  the  IS  Nato  allies  was  meet-  Yugoslav  ministers,  at  which  it 
log  last  night  in  Brussels  to  d Is-  claimed  both  sides  had  agreed  to 
cuss  Belgrade’s  latest  move,  work  towards  a peace  agreement 
which  earlier  had  been  brusquely  and  the  return  of  refugees, 
dismissed  by  Washington,  Lon-  Last  night’s  statement 
don  and  Paris.  reinforced  the  impression  that 

However,  sources  dose  to  the  BelgradH  may  have  coopted  the 

Unheralded 
peace  talks 
on  political 
future  of 
the  Balkans 

By  Guy  Dtnmore  In  Belgrade 

One  surprise  element  in 
Belgrade's  declaration  of  an 
Easter  ceasefire  in  the  conflict 
^vith  the  ethnic  Albanian  Kosovo 
Liberation  Army  (KLA)  was  the 
indication  that  the  Serbs  had 
been  conducting  serious  negotia- 
tions with  Ibrahim  Rugova,  the 
moderate  elected  leader  of  the 
Kosovo  Albanian  majority,  in  an 
effort  to  find  the  basis  for  a last- 
ing political  settlement  to  the 
conflict  in  the  Balkans. 

The  government  said  both 
sides- were~woz$ing  hard  for  ' an  - 
agreement  that  would  enable  ref- 
ugees to  return  to  their  homes. 

Bdr  Rugova  is  living  with  his  An  Irduwd  Serb  outside  thowrvcfcaa* 
family  under  what  amounts  to 

house  arrest  in  Pristina,  the  capi-  Mr  Rugova,  the  aide  said,  had 
tal  of  Kosovo,  but  was  shown  by  called  on  Mr  Milosevic  to^with- 
state  media  meeting  Mr  Milosevic  all  his  forces  from  Kbsovo 


moderate  ethnic  Albanian  leader 
into  Its  strategy  of  ridding  Kos- 
ovo of  the  KLA,  which  in  turn 
has  suggested  Mr  Rugova  may  be 
committing  treason  against  his 
people. 

The  statement  also  said  that 
the  Yugoslav  federal  and  Serb 
republic  governments,  "together 
with  those  ethnic  Albanians  rep- 
resented by  Mr  Rugova”,  would 
prepare  a programme  of  refugee 
return  with  the  aid  of  United 
Nations  and  Red  Cross  agencies. 

But  earlier  in  the  day,  Mrs 
Sadako  Ogata,  head  of  the  United 
Nations  High  Commission  for 
Refugees,  attacked  Yugoslavia 
for  its  practice  of  ethnic  deans- 
ing which  die  said  was  aimed  at 
“destroying  the  collective  iden- 
tity” of  "an  entire  civilian  popu- 
lation”. 

The  White  House  said:  "A  mere 
ceasefire  is  clearly  not  sufficient 


We  are  going  to  continue  to  hit 
[Mr  Milosevic]  methodically  and 
aggressively-  until  he  agrees  to 
the  conditions."  These  conditions 
call  for  a total  pullout  of  Serb 
forces  from  Kosovo,  and  the 
return  of  all  refugees  protected 
by  an  international  security 
force. 

Chancellor  Gerhard  Schroder 
of  Germany,  President  Jacques 
Chirac  of  Prance  and  Tony  Blair, 
the  UK  prime  minister,  also  said 
the  Yugoslav  ceasefire  was  a nec- 
essary, but  not  sufficient  condi- 
tion for  Nato  to  call  off  its  air 
offensive,  now  in  its  14th  day. 

Meanwhile,  Nato  military  offi- 
cials said  that  on  Monday  the 


lery  unit  in  the  town  of  Aleksj- 
nae,  hit  a residential  suburb. 

Nato  said  that  a technical  fail- 
ure or  possibly  anti-aircraft  fire 
could  have  caused  the  weapons 
to  miss  their  target 

The  Russian  leadership 
described  the  Yugoslav  ceasefire 
as  promising,  and  later  today  a 
senior  Russian  official  is  to  meet 
his  western  counterparts  in  Brus- 
sels In  the  six-nation  Contact 
Group  to  discuss  Kosovo.  This 
would  be  the  first  such  meeting 
since  Moscow  angrily  broke  off 
contact  with  Nato  in  response  to 
the  start  of  allied  bombing. 

Reporting  by  David  Buchan  in 
London,  Guy  Dinmore  in  Bel- 


nl Hanflc  had  carried  out  its  most  grade,  Neil  Buckley  in  Brussels 
Intensive  night  of  strikes,  in  four  and  SUfan  Wagstyl  in  Tirana 


waves.  But  seven  people  were 
reported  to  have  been  killed  and 
many  more  wounded  when 
bombs,  meant  to  strike  an  artil- 


Koaovo  crisis,  page  2 
Road  to  fnfl,  Page  14 
Editorial  Comment,  Page  15 


An  Irdurad  Serb  outside  the  wreckage  of  his  house  after  a nrisele  fel  short  of  Ha  target  during  a Nato  rirstrflta  on  the  town  of  AJafcsnac 


Return:  AP 


Mr  Rugova,  the  aide  said,  had 
called  on  Mr  Milosevic  to.  wifh- 


Phfflppines  inflation  fa  Be 
Much  lower  than  expected  infla- 
tion data  for  the  PhiBppines  tor 
February  have  signalled  further 
cuts  in  Interest  rales  and  high- 
fighted  the  continuing  slowdown 
of  the  country's  economy. 
Asia-Pacific,  Page  6 

Ugandan  cabinet  reshuffled 
President  Yoweri  Museveni  of 
Uganda  has  reshuffled  his  cabi- 
net in  what  is  being  seen  as  an 
attempt  to  fend  off  accusations 
of  mismanagement  in  the  gov- 
ernment. International,  Page  7 


Dutch  National  Investment  Bank 
shares  remained  above  an  offer 
price  of  €29.95  as  ABP  and 
PGGM,  the  country's  two  biggest 
pension  funds,  opened  a FW.Ibn 
joint  bid  for  the  state-controfled 
industrial  finance  vehicle.  Euro- 
pean companies,  Page  20 

Credit  Suisse  officials  are  trying  to 
negotiate  with  Japan's  Financial 
Supervisory  Agency  over  the  reg- 
ulator's inspection  of  the  bank's 
operations  in  Tokyo.  Companies 
and  Markets,  Page  17 

Euro  Prices 

A<mpfiriiaislw8tatfett^guldBto*w 
euro  currency  hub,  covering  faraigit 
extiiangs,  bond  and  eqtity  marketi. 

Page  25 


in  Belgrade  last  week. 

The  KLA  and  western  govern- 
ments have  suggested  that  Mr 
Rugova  was  acting  under  duress. 

But  an  aide  to  Mr  Rugova,  con- 
tacted by  telephone,  said  he  bad 
been  misquoted  by  the  media  and 
had  not  simply  called  for  an  end 
to  Nato  air  strikes. 


first 

Mr  Rugova  had  also  spoken  by 
telephone  to  Javier  Sdana,  Nato 
secretary-general,  but  the  aide 
gave  no  details  of  their  conversa- 
tion. 


that  the  KLA  had  eroded  Mr  ceasefire  in  Kosovo  because  we 
Rugova’s  authority  since  launch-  believe  .that  the  terrorists  who 
ing  its  militant  inxriaflapSSebce  . used  the  Nato  bombings  to  put 


campaign  a year  ago. 

Jffilan  Bode,  the  Yugoslav  min- 
ister without  portfolio  and  dep- 
uty mayor  of  Belgrade,  said  Serb- 
ia’s unilateral  ceasefire  offer 
meant  the  separatist  ethnic  Alba- 


Govemment  sources  said  Mr  nian  guerrillas  in  Kosovd  had 
Milosevic  was  attempting  to  split  been  defeated, 
the  ethnic- Albanians,  knowing  “We’re  offering  a unilateral- 


pressure  on  our  country  are  now 
virtually  destroyed,"  Mr  Bosdc 
told  Antena  l,  a private  Roma- 
nian television  station,  by  phone 
from  Belgrade. 

One  Belgrade  analyst  said  be 
expected  Mr  Milosevic  would 
eventually  have  to  cede  Kosovo 
but  would  present  it  as  “a  glori- 


ous defeat”  to  be  compared  with 
the  historic  loss  of  Kosova  in  1389 
to  the  Ottoman  Turks.  "It  is  a 
question  of  timing  and  after  what 
cost,"  he  said. 

Before  announcing  the  cease- 
fire, Mr  Milosevic  was  also  in 
touch  with  Nelson  Mandela,  the 
South  African  president,  in  an 
effort  to  arrange  a mediation  bid, 
but  Mr  Mandela  turned  him 
down. 


| u i vim 

sasr  Warrant  issued  for 

antroted  __  ■■ 

" arrest  of  Berezovsky 


By  Jota  TbomhBl  and 
Andrew  Jack  In  Moscow 

The  Russian  prosecutor’s  office 
yesterday  issued  an  arrest  war- 
rant for  Boris  Berezovsky,  the 
controversial  business  tycoon 
and  Kremlin  power  broker,  who 
helped  finance  President  Boris 
Yeltsin's  re-election  campaign. 

The  warrant  was  seen  as  an 
escalation  in  the  power  struggle 
between  Mr  Yeltsin  and  Yevgeny 


their  allegations.  “They  do  not 
have  any  chance  of  success,”  he 
said. 

The  leader  of  a -group  -of 
self-styled  "oligarchs’',  Mr  Bere- 
zovsky has  accused  the  security 
services  of  conducting  an  illegal 
campaign  to.  damage  his  reputa- 
tion. 

Mr  Berezovsky,  who  was 
depicted  in  the  press  as  a lat- 
ter-day Rasputin  at  the  court  of 
Tsar  Boris,  lost  his  Immunity 


British  Airways0 serves 
3 miiiion  Executive  Club  travelers 
On  the  Internet. 


On  Oracle . 


Primakov,  the  prime  minister.  Mr  from  prosecution  last  week  when 
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Primakov  has  long  been  an 
enemy  of  Mr  Berezovsky,  moMny 
him  the  prime  target  of  the  gov- 
ernment’s crack-down  on  “eco- 
nomic criminals”. 


he  was  fired  as  secretary  of  the 
Commonwealth  of  Independent 
States. 

While  Mr  Berezovsky  is  in 
France  he  appears  safe  from 


Alexander  Lebed,  governor  of  attempts  to  return  him  to  Russia  I 


flSMJBS] 

YtMJ 

(1.0722) 

(3.097) 

(130.728) 

(1-5961) 


the  Siberian  region  of  Krasno- 
yarsk who  is  campaigning  to  suc- 
ceed Mr  Yeltsin,  said  the  dispute 
signified  the  "death  throes"  of 
the  current  powers.  "Everyone 
has  become  tangled  up  and  they 
are  beginning  to  drown  each 
other  ” he  said. 

The  prosecutor's  office,  which 
has  been  investigating  Mr  Bere- 
zovsky's business  Interests  for 


to  face  criminal  charges.  There  is 
no  extradition  treaty  between 
France  and  Russia. 

In  a further  twist  in  Moscow’s 
political  drama,  Yuri  Skuratov, 
the  country's  top  law  official, 
announced  he  would  today  sub- 
mit his  resignation  to  parliament 
for  a second  time. 

The  Federation  Council,  the 
upper  house  of  parliament,  had 


several  months,  accused  him  of  earlier  rejected  the  his  resigna- 
syphoning  money  out  of  Aeroflot,  tion,  prompting  Mr  Yeltsin  to  dis- 
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Russia’s  biggest  international  air- 
line. 

But.  speaking  from  Paris,  Mr 
Berezovsky  attacked  the  coun- 
try's “shameless  and  dull-witted M 
law  officers,  vigorously  denying 


nUfM  him  last  week  by  presiden- 
tial decree. 

Mr  Skuratov  claims  to  have 
unearthed  explosive  Information 
incriminating  some  members  of 
Mr  Yeltsin’s  closest  entourage. 
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WORLD^NEWS 


KOSOVO  CRISIS 


AIR  WAR  IN  EUROPE  WESTERN  ALLIANCE  BLAMES  TECHNICAL  ERROR’  FOR  SERB  CASUALTIES  ■ TENSIONS  GROW  OVER  PODGORICA’S  ATTEMPT  TO  STEER  A NEUTRAL  COjjBSEjN 


Homes  Wt 
as  bombs 
miss  targets 


Yugoslavia:  targets  hit  to  date 


TAXf.GBAD 


'By  Guy  Unman  In 
JMb^SafAi 

'Bodies  crushed  under  piles 
of  rubble,  flattened  cars, 
apartment  blocks  riddled 
"vrfth  boles,  and  a ruined  ice 
cream  factory...  Serbia’s 
southern  town  of  Aleksinac 
.'bears  the  fresh  scars  of  at 
least  three  “precision" 
bomba  dropped  by  Nato  air- 
craft that  missed  their  tar- 
get 

Seven  simple  houses  in 
Drakceta  Milovanovica 
Street  in  the  centre  of  town 
'.were  demolished  when  the 
bombs  fen  on  Monday  even- 
ing. Residents  said  seven 
^people  were  killed.  Including 
one  child.  When  foreign 
"reporters  got  there  yesterday 
morning,  three  corpses  were 
still  under  the  ruins, 

" A few  hundred  metres 
'away,  four  houses  in  Vuk 
Karadzic  Street  resembled  a 
^demolition  site.  Dragan  Mila- 
n dinovtc,  67,  his  wife  Dragica 
and  their  40-year-old  daugh- 
'Iter  Snezana  were  dead, 
entombed  together.  Chil- 
■ (Iren's  toys  and  school  books 
‘joked  out  of  the  rubble.  Fur- 
ther on  and  another  mis- 
guided bomb  had  hit  an 
'[industrial  complex  that 
included  an  Ice  cream  fee- 
tor?  and  an  animal  feed 
plant.  One  night  watchman 
was  killed. 

"■  Scores  of  surrounding 
'buildings,  including  a 24- 
- hour  first  aid  centre,  had 
‘ windows,  walls  and  doors 
blown  out  by  the  blasts. 
'Glass  covered  the  streets. 
‘Police  and  residents  said 
over  30  civilians  had  been 
* injured.  Rescue  workers 


scattered  yesterday  morning 
as  air  raid  sirens  sounded 
once  more. 

About  lkm  away  from 
Drakceta  Milovanovica 
Street,  what  may  have  been 
Nato's  intended  target,  a 
complex  of  old  army  bar- 
racks that  had  long  been 
evacuated  had  also  been  par- 
tially destroyed.  Another 
bomb  had  carved  out  a cra- 
ter next  to  Serbia's  main 
north-south  highway  that 
runs  past  Aleksinac  but  its 
four  lanes  were  undamaged. 

Nato  put  the  deaths  down 
to  a “technical  error”  but 
western  military  analysts 
said  heavy  civilian  casual- 
ties were  Inevitable  as  the 
western  alliance  stepped  op 
its  bombing  campaign  to 
force  Slobodan  Milosevic. 
Y ugoslav  president,  to 
accept  a peace  deal  for  Kos- 
ovo province.  Previous  raids 
on  city  centres,  such  as  two 
interior  ministry  buildings 
in  Belgrade,  had  hit  their 
targets  with  precision. 

Air  Commodore  David 
Wilby  of  Nato  military  com- 
mand insisted  target  plan- 
ning was  “meticulous’’.  He 
added  that  “any  unintended 
damage  to  civilian  property 
or  loss  of  life  is  very  much 
regretted". 

One  western  military 
attache  said:  “There  is  no 
such  thing  as  a surgical 
strike.  “It’s  a journalistic 
myth." 

Error  or  myth,  the  resi- 
dents of  Aleksinac,  a poor 
industrial  town  far  removed 
from  the  conflict  in  Kosovo 
some  100km  away,  reacted 
with  horror  and  outrage. 
“Nato  is  waging  a cow- 
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aid’s  war,"  shouted  one  sol- 
dier, waving  his  knife  at  the 
sky.  "Let  them  come  and 
fight  on  the  ground." 

Vladimir  iwnmin  caked  In 
dust  from  scrambling 
through  rubble,  rolled  up  his 
trouser  leg  to  show  the 
wound  inflicted  when  Nazi 
Germany’s  Luftwaffe 
bombed  Yugoslavia  in  the 
second  world  war.  Many 
Serbs,  joined  by  the  state 
media  machine,  are  likening 
BIQ  Clinton,  US  president,  to 


Hitler. 

“1  was  a 16-year-old  when  I 
joined  the  partisans  (n  the 
fight  the  Germans," 

exclaimed  Petronje  Mxlova- 
novic  as  be  wobbled  past  on 
his  elderly  bicycle.  “Clinton 
and  [US  secretary  of  state 
Madeleine]  Albright  are 
whores.  They  can’t  scare  us. 
I’m  ready  to  fight  again. 
Send  my  regards  to  Clinton,” 
he  shouted  as  he 
cycled  on. 

Vlada  Stpjflkovic  had  two 


apartments  in  Vuk  Karadzic 
Street  and  was  a neighbour 
to  the  dead  family  of  three. 
He  survived  by  chance,  leav- 
ing home  an  hour  before  the 
bomb6  fell  to  visit  his  moth- 
er-in-law. “This  is  a war 
crime,"  he  said  in  hiftpmpgg 
“Why  is  Nato  tilling  Inno- 
cent people?" 

Nato  on  Monday  night  also 
badly  damaged  a third 
bridge  over  the  Danube  river 
in  the  northern  city  of  Novi 
Sad  and  destroyed  a nearby 
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oD  refinery  in  a large  ball  of 
flame.  The  road  and  rail 
bridge  was  the  last  remain- 
ing link  between  the  two 
parts  of  Novi  Sad  but  can  be 
crossed  stiB  by  pedestrians 
edging  their  way  past  bomb 
cratere. 

Nato  also  began  targeting 
television  transmitters. 
Wanking  screens  across  the 
Yugoslav  republic  and 
depriving  the  government  of 
its  most  powerful  propa- 
ganda tool. 


Montenegro  walks  line  between  Milosevic  and  Nato 


By  Stefan  Wagstyl  In  Tbaaa 

The  Organisation  for 
Security  and  Cooperation  in 
Europe  is  launching  a mis- 
sion to  Moscow  in  the  search 
for  an  end  to  the  war  In  Kos- 
ovo. Knot  Vollebaek,  the 
OSCE's  chairman,  said  yes- 
terday. 

Mr  Vollebaek,  the  Norwe- 
gian foreign  minister,  plans 
to  meet  Vladimir  Ivanov,  his 
Russian  counterpart,  after 
visiting  Albania,  Macedonia- 
and  Romania.  In  Bucharest 
he  will  meet  Andrei  Gabriel 
Plesu,  the  Romanian  foreign 
minister,  who  chairs  a 
southern  European  group- 
ing, one  of  the  few  interna- 
tional bodies  of  which  Yugo- 
slavia is  still  a member. 

. “it  is  important  that  Rus- 
sia should  continue  to  be 
involved  and  we  will  Bee  If 
there  is  any  way  that  they 
can  assist  in  finding  a solu- 
tion," said  Mr  Vollebaek  In 
Tirana  yesterday.  He  warned 
that  Slobodan  Milosevic,  the 
Serb  president,  was  aiming 
not  just  to  purge  Kosovo  of 
ethnic  Albanians  but  also 
“at  destabilising  the  whole 
region". 

Mr  Vollebaek  also  con- 
demned Serb  attacks  on 
Kosovar  Albanians  in  the 
strongest  terms  so  fer  used 
by  the  OSCE.  “In  some  areas 
we  have  to  talk  about  geno- 
cide. We  have  to  talk  about 
ethnic  cleansing.  We  have  to 
flk  about  barbaric  acts 
against  civilians." 

Meanwhile,  the  flow  of  ref- 
ugees into  northern  Albania 
continue  unabated  yesterday 
with  an  estimated  16.000 
people  crossing  the  bonier, 
down  from  Monday’s  revised 
32.000  due  to  the  Serbs  dos- 
ing one  of  the  three  cross- 


ings, taking  the  total  to 
more  than  280,000.  according 
to  the  OSCE. 

Despite  the  difficult  moun- 
tainous terrain,  aid  agencies 
say  they  are  now  supplying 
virtually  all  the  refugees 
with  food  and  water  and 
urgent  medical  help.  How- 
ever, the  outflow  of  refugees 
from  the  region  to  elsewhere 
in  Albania  falls  short  of  the 
border  inflow  - adding  to 
the  risk  of  disease  in  the 
crowded  frontier  town  of 
Kukes. 

Albania  is  redoubling 
efforts  to  secure  interna- 
tional financial  aid.  While 
around  90  per  cent  of  the 
cost  of  humanitarian  aid  is 
met  by  international  agen- 
cies supplying  food,  emer- 
gency shelter,  medicine  and 
transport  the  Albanian  gov- 
ernment will  shoulder  other 
burdens,  such  as  providing 
education  and  long-term 
health  care. 

Gramoz  Pashko,  the  prime 
minister's  economic  adviser, 
yesterday  estimated  that 
supporting  refugees  for  six 
months  could  cost  the  gov- 
ernment Si  50m -3200m, 

though  he  emphasised  fhfa 
was  a preliminary  figure. 
The  EU  has  indicated  it 
would  give  cash  aid,  though 
a decision  has  yet  to  be 
taken.  The  World  Bank, 
which  is  sending  a mission 
today  to  Tirana,  expects  to 
make  a $l5m-$25m  loan,  with 
mare  support  coming  from 
other  international  donors. 

The  country  is  in  the  mid- 
dle of  360m  three-year  Inter- 
national Monetary  Fund  pro- 
gramme, which  canid  be 
adjusted,  even  though  IMF 
support  Is  normally  limited 
to  financing  external  defi- 
rits. 


Matej  Vipotnik  reports  on  the  tensions  caused  by  Djukanovic’s 
pro-western  stance  in  the  face  of  reported  coup  plans  by  Belgrade 


About  a mile  from  the 
Debeli  Brijeg  border 
post,  anti-tank  barriers 
and  a makeshift  roadside 
bunker  manned  by  men  in 
combat  fatigues  control  the 
flow  of  traffic  heading 
towards  the  border  between 
Montenegro  and  Croatia. 

The  machine  gun,  how- 
ever, does  not  face  west, 
toward  Croatia,  but  east, 
towards  Montenegro.  Debeli 
Brijeg  is  the  only  bonier  post 
to  Montenegro  under  the 
control  of  Montenegro's  pro- 
western  government,  and 
the  bunker  is  almost  cer- 
tainly there  to  protect  the 
border  post  from  the  Yugo- 
slav federal  army. 

The  bunker  is  a tell  tale 
sign  of  the  tensions  between 
the  government  of  Milo  Dju- 
kanovic. Montenegro’s  presi- 
dent. and  the  Yugoslav  fed- 
eral government  and  army, 
which  are  controlled  by 
Slobodan  Milosevic,  Yugo- 
slavia's president.  Intelli- 
gence reports  from  the  US 


and  Britain  last  week  Indi- 
cated that  the  Yugoslav 
army  was  planning  to  mount 
a coup  against  the  Montene- 
grin government,  and  Mr 
Milosevic  recently  replaced 
the  head  of  the  Yugoslav 
army  in  Montenegro  with  a 
reportedly  loyal  general. 

While  the  government  of 
Montenegro  has  condemned 
the  airstrikes,  it  has  also 
tried  to  fofl  attempts  by  the 
Yugoslav  federal  army  to 
mobilise  reservists  in  the 
tiny  republic. 

Neverthless.  the  siren  of 
Yugoslav  nationalism  is 
proving  stronger  to  some 
draft-age  Montenegrins  than 
Mr  Djukanovic’s  reasoned 
arguments  about  neutrality. 

“I  didn’t  like  his  politics 
before,  but  I like  them  now," 
said  Igor  Rajovk,  a young 
businessman,  about  Mr  Mil- 
osevic. He  was  speaking 
shortly  before  seeing  off  a 
friend  who  had  volunteered 
for  the  Yugoslav  army 
reserve. 


“He  [Milosevic]  defends 
the  nation,  of  course  well  be 
with  him,”  added  Miodrag 
Boskovic,  the  volunteer.  Mr 
Boskavic,  who  is  20.  had 
only  recently  finished  serv- 
ing bis  mandatory  military 
service  in  Pristina.  Kosovo. 

At  a mass  rally  and  con- 
cert in  Podgorica,  Montene- 
gro’s capital,  on  Sunday 
night,  up  to  30.000  people 
echoed  this  line  as  they 
gathered  to  condemn  Nato's 
air  campaign  against  Yugo- 
slavia. The  gathering  was  a 
signal  to  Mr  DjukaHOVlC  that 
his  policy  of  neutrality  in 
the  face  of  western  bombs, 
and  his  continued  criticism 
of  Mr  Milosevic,  are  increas- 
ingly unpopular  in  his 
republic  as  tbe  population 
rallies  in  patriotic  support  of 
Yugoslav  institutions  and 
army. 

“We  are  prisoners  - a bit 
of  Milosevic  and  a bit  of 
Nato,"  said  Zoran  Ljumovic, 
director  of  the  independent 
radio  station  Aotena  M in 


Podgorica.  He  was  referring 
to  the  surge  in  Yugoslav 
patriotism  following  Nato  air 
raids. 

The  protests  have  perhaps 
defused  the  immediate 
threat  erf  a coup,  as  popular 
support  for  Mr  Djukanovic 
has  apparently  begun  to 
wane.  “You  cannot  mount  a 
coup  without  a reason,"  said 
Mr  Ljumovic. 

Though  the  situation  in 
Podgorica  is  outwardly  calm, 
insistent  rumors  of  a possi- 
ble coup,  and  the  presence  of 
heavily  armed  police  loyal  to 
Mr  Djukanovic  guarding  key 
government  buildings, 
betray  the  tension  among 
government  officials. 

Tbe  Yugoslav  federal 
army,  which  has  perhaps 
12,000  men  in  Montenegro, 
has  not  been  conspicuously 
visible  in  Podgorica.  But  fed- 
eral army  reservists  in  oom- 
bat  fatigues  are  a frequent 
sight  and  volunteers  were 
seen  over  the  weekend 
boarding  buses  for  federal 
army  bases  in  Montenegro’s 
territory. 

On  two  separate  occasions 
Is  recent  days,  the  Yugoslav 


army  was  reported  to  have 
placed  its  artillery  on  a hill 
above  Podgorica,  the  barrels 
pointing  at  the  city  below. 
The  guns  were  moved  after 
the  intervention  of  Mr  Dju- 
kanovic's police. 

Were  the  federal  army 
indeed  to  attempt  a coup 
against  the  Montenegrin 
government,  the  outcome 
could  be  a bloody  civil  war, 
local  politicians  have 
warned.  Montenegro  is  a 
combustible  mixture  of  Mon- 
tenegrins. Serbs,  Croats. 
Moslems  and  Albanians. 

While  many  of  the  sup- 
porters of  the  opposition 
Socialist  People's  party, 
which  toes  Mr  Milosevic’s 
line,  say  their  Serb  Identify 
makes  loyalty  to  Serbia  an 
imperative  under  Nato  bom- 
bardment, other  Montene- 
grins are  trying  to  assert  a 
national  identity  that  harks 
bade  through  the  centuries 
of  tbe  independent  kingdom 
of  Montenegro. 

In  the  event  of  a coup 
attempt,  Mr  Djukanovic  and 
his  government  could  count 
an  the  support  of  their  police 
forces,  and  on  those  Monte- 


negrins who  are  fed  up  with 
Mr  Milosevic  and  are  eager 
to  see  a pro-western  or  even 
independent  Montenegro. 

Both  Nato  and  the  UK  gov- 
ernment have  issued  stark 
warnings  that  Mr  Milosevic 
would  pay  a hefty  price  if  be 
moved  against  Montenegro. 

Nato  has  already  moved  to 
foil  any  Yugoslav  army 
attempts  to  send  reinforce- 
ments Into  the  mountainous 
republic  by  dynamiting  a 
section  of  rail  track 
connecting  Serbia  with  Mon- 
tenegro. 

Mr  Djukanovic  has  until 
now  maintained  that  Monte- 
negro only  seeks  indepen- 
dence and  equal  status  with 
Serbia  in  the  Yugoslav  con- 
federation. But  were  a coup 
to  be  mounted,  he  is  likely  to 
move  towards  independence, 
local  analysts  say. 

Does  the  government 
expect  Nato  help  in  the  case 
of  a coup?  “Officially  no. 
unofficially  yes,"  said  one 
member  of  parliament  from 
the  ruling  coalition,  pointing 
to  the  strong  support  tbe  US 
has  lent  Mr  Djukanovic  over 
the  past  year. 


Present9  to  Russian  nationalists 


By  John  ThonfeB  ta  Moscow 

Yegor  Gaidar,  Russia's  first 
post-Soviet  prime  minister, 
warned  yesterday  that 
Nato's  bombing  of  Yugo- 
slavia had  came  as  a “pres- 
ent" for  Russia’s  extreme 
nationalists  and  could  have 
alarming  political  conse- 
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quences  in  Moscow. 

“If  the  conflict  is  pro- 
longed, I am  absolutely  sure 
that  in  a short  period  of  time 
you  will  have  a strongly 
anti-western,  cold  war-ori- 
ented regime  in  Moscow,"  he 
said.  “There  is  nothing  more 
important  for  Russia  and 
Russian  democracy  than  to 

bring  hostilities  to  a stop." 

Mr  Gaidar,  who  led  an 
unofficial  peace  mission  to 
Belgrade  last  month,  said 
the  west  had  seriously  mis- 
calculated the  repercussions 
of  its  air  strikes  on  Yugo- 
slavia. Nato’s  bombing  bad 
only  strengthened  President 
Slobodan  Milosevic's  regime 
and  undermined  the  political 
opposition  in  Belgrade.  It 
had  also  inflamed  nationalist 
passions  in  Moscow,  which 
could  bolster  support  for  the 
Communist  party  in  the 
run-up  to  parliamentary 
elections  in  December. 

The  former  Russian  prime 
i minister,  who  was  strongly 
I identified  with  liberal,  west- 
ern policies  during  his  time 
in  office,  condemned  Nato 
for  attacking  a sovereign 
state  without  proper  author- 
isation from  the  United 
Nations.  He  said  the  attacks 
had  produced  a strong 
“social  and  psychological” 
reaction  in  Moscow,  confirm- 
ing Russians'  worst  fears 
about  Nato's  eastward 
expansion-  Even  the  young, 
post-communist  generation 


was  voicing  fiercely  anti- 
western views  on  Yugoslav- 
related  internet  sites. 

“What  Is  happening  In 
Yugoslavia  strongly  influ- 
ences developments  in  Rus- 
sia. I think  the  west  seri- 
ously underestimates  the 
long-term  consequences  of 

its  actions,”  be  said  in  an 

interview  with  the  Financial 
Times. 

Mr  Gaidar  said  he  hoped 
hostilities  could  cease  over 
the  forthcoming  Orthodox 
Easter  holiday,  enabling 
both  sides  to  step  back  from 
the  brink  of  a full-scale  war, 
"Both  sides  are  trapped  in  a 

situation  where  they  cannot 
make  one  move  In  the  direc- 
tion of  compromise  without 
losing  face,”  he  said.  “We 
have  no  illusions  about 
{Yugoslav  President  Slobo- 
dan] Milosevic  or  his  regime. 
But  even  In  these  circum- 
stances you  have  to  try  to 
re-establish  some  kind  of  dia- 
logue with  him.” 

Although  the  Russian  gov- 
ernment has  fiercely  con- 
demned Nato’s  actions,  it 
has  repeatedly  made  dear  it 
will  not  be  drawn  into  a mili- 
tary confrontation. 

Speaking  about  Nato's 
bombing  campaign  yester- 
day, Boris  Yeltsin,  Russian 
president,  said  it  was  Impos- 
sible “not  to  express  indigna- 
tion at  this  barbarism”.  But 
he  suggested  Russia  would 
soon  pursue  fresh  diplomatic 


initiatives  to  reach  a peace- 
ful solution  to  the  crisis. 

Mr  Gaidar,  who  spent  part 
of  his  childhood  In  Belgrade 
and  speaks  SerboCroat,  said 
a peace  deal  could  be  based 
on  the  possible  division  of 
Kosovo.  But  be  said  future 
talks  should  include  repre- 
sentatives of  the  Kosovo  Lib- 
eration Amy.  “Unless  the 
armed  Albanians  are  recog- 
nised and  given  a chance  to 
share  power,  then  it  la 
extremely  difficult  to  see 
how  this  conflict  can  be 
ended,"  hesaid. 

lrlna  Kobrins kaya.  direc- 
tor erf  the  Moscow  office  of 
the  East  West  Institute,  an 
independent  political  think 
tank,  said  Nato's  attacks 
would  undoubtedly  encour- 
age the  drift  towards 
tougher,  more  patriotic  poli- 
cies in  Moscow.  “This  will 
not  lead  to  a change  of  gov- 
ernment but  it  will  lead  to  a 
long-term  change  in  the  ide- 
ology of  Russian  foreign  pol- 
icy,” she  said. 

But  she  noted  that  Rus- 
sian television  channels 

were  now  providing  far  more 

balanced  coverage  of  the 
Kosovo  situation,  suggesting 
the  country's  media  bosses 
were  trying  to  prevent 
nationalist  passions  from 
running  out  of  control. 

Mr  Gaidar  said  continuing 
hostilities  in  Yugoslavia  also 
posed  a threat  to  Russia's 
fragile  economy. 


Germany  to  take 
10,000  refugees 


By  Haig  Shaopfaw  in  Berta 

The  German  government 
yesterday  said  it  would  take 
10,000  refugees  from  Kosovo 
as  its  contribution  to  the 
international  resettlement 
effort. 

Tbe  first  of  an  estimated 
700  initial  arrivals  is  expec- 
ted today  in  Bavaria  as  part 
of  a complex  burden-sharing 
arrangement  between  Ger- 
many’s 26  states.  Further 
refugees  will  be  rehoused  in 
North  Rhine  Westphalia  - 
which  is  taking  2^00,  the 
biggest  share  - and  other 
states. 

The  first  flight,  expected 
to  land  in  Munich  or  Nurem- 
burg,  will  comprise  old 
people,  children  in  need  of 
help  or  those  requiring  medi- 
cal attention. 

“It's  our  duty  to  help  these 
people  who've  experienced 
so  much  suffering  and  mis- 
ery," said  Manfred  Pflchel, 
interior  minister  of  Saxony- 
Anhalt 

The  refugees  will  be 
housed  in  accommodation 
already  used  for  the  large 
flows  of  asylum  seekers 
drawn  to  Germany.  After  a 
transitional  period,  the  refu- 
gees will  be  rehoused  locally. 
The  refugees  are  expected  to 
be  given  a restricted  three- 
month  residency  permit 


pending  their  return  to  Kos- 
ovo. 

Bonn  said  It  was  also  step- 
ping up  humanitarian  aid 
with  about  IS  daily  flights  of 
food  and  medical  supplies  to 
Albania  and  Macedonia. 
Rudolf  Scharping,  defence 
minister,  said  Germany  had 
flown  500  tonnes  of  food, 
medicine,  sleeping  bags  and 
tents  to  the  two  countries  In 
the  past  week. 

• A special  conference  of 
the  governing  Social  Demo- 
cratic party  next  week, 
called  to  confirm  Gerhard 
Schrhder,  chancellor,  as 
party  chairman  *nd  heal  dif- 
ferences alter  last  month’s 
surprise  resignation  of 
Oskar  Lafontaine,  risks 
bring  overshadowed  by  the 
Kosovo  crisis. 

The  SPD  said  yesterday 
ample  time  would  be 
devoted  to  discussing  Kos- 
ova Many  left-wingers,  who 
oppose  military  intervention, 
have  sharply  criticised  Ger- 
many's participation  in  Nato 
airstrikes. 

The  Greens,  the  junior 
coalition  partner  in  Mr 
Schroder's  government,  have 
already  been  forced  to  call  a 
special  conference  to  discuss 
the  issue  next  month.  The 
party,  which  has  strong  paci- 
fist roots,  has  found  itself 
bitterly  divided  over  Kosova 


NEWS  DIGEST 

TURKEY  PROVIDES  SHELTER 

Airlift  takes  thousand 
out  of  Macedonia 

More  ihan  a thousand  Kosovo  Albanians  were  yesterday 
drilled  Into  prefabricated  housing  in  western  Turkey, 
among  foe  first  refugees  from  Serbian  “ethnic  cleansing" 
to  be  airlifted  out  of  Macedonia. 

Turkey,  which  has  pledged  to  shelter  a total  of  20,000 
refugees  from  Kosovo  on  its  territory,  feels  historic  and 
emotional  ties  with  Kosovars,  many  of  whom  are  moslems 
whose  ancestors  were  once  part  of  foe  Ottoman  empire. 

Bulerrt  Ecevft,  Turkey’s  prime  minister,  said  yesterday 
that  5,500  refugees  were  now  In  Turkey,  many  of  which, 
according  to  the  United  Nations  High  Commission  for  Ref- 
ugees, have  relatives  in  Turkey  or  fled  there  by  their  own 
means  before  fofs  week's  airlift  He  said  that  Turkey  would 
provide  a total  of  50,000  refugees  with  food  and  shelter 
either  by  taking  them  in  or  by  sending  food  and  tents  to 
Macedonia  and  Albania. 

Refugees  arriving  yesterday  at  Turkey's  main  refuge  srte 
near  the  town  of  Kirklarrii  told  Reuters  they  were  relieved 
to  be  out  of  Macedonia,  a temporaiy  staging  post  for 
many  refugees.  Mr  Ecevit,  who  is  busy  campaigning  for 
Apr9  18  general  and  local  elections,  plans  today  to  visit 
foe  area  which  is  near  Turkey's  border  with  Bulgaria  and 
where  Ankara  plans  to  house  most  of  the  20,000  refugees. 
Leyte  Boulton,  Ankara 


FRANCE  SOFTENS  STANCE 

Jospin  offers  temporary  refuge 

Uonel  Jospin,  the  French  prime  minister,  yesterday  soft- 
ened his  government's  stance  on  accepting  Kosovar  refu- 
gees, saying  France  was  “avaUabfe  to  receive  temporarily 
on  its  soil  a certain  number".  But  he  told  the  National 
Assembly  that  any  arrivals  should  be  on  a voluntary  basis 
and  should  be  undertaken  without  splitting  up  families. 

"Do  not  fet  us  add  a forced  transfer  to  a deportation." 

Mr  Jospin  also  announced  a tripling  of  French  rid  to 
FFr225m  (634.3m,  $36. 8m),  saying  the  money  should  allow 
the  establishment  of  decent  welcoming  and  living  areas  for 
refugees  in  Macedonia  and  northern  Albania. 

Mr  Jospin  srid  he  was  convinced  foe  UN  would  have  to 
play  a rote  in  the  quest  for  a political  and  diplomatic  solu- 
tion to  the  Kosovo  conflict  The  UN  would  have  to  co-ordi- 
nate support  operations  for  refugees  and  ensure  their 
return  once  peace  was  restored.  David  Owen,  Paris 


UK  RESPONSE  

Search  for  accommodation 

Local  authorities  in  the  UK  have  been  told  by  foe  govern- 
ment to  identify  large  public  buildings  and  empty  flats  for  a 
possible  influx  of  refugees  from  Kosovo, 

Tony  Blair,  prime  minister,  has  warned  against  the  “pre- 
mature" evacuation  of  refugees  from  the  Kosovo  borders, 
arguing  that  it  would  assist  the  process  of  ethnic  deans- 
ing. 

But  it  emerged  yesterday  that  foe  Home  Office  has  been 
drawing  up  contingency  plans,  and  has  t*ged  town  haBs 
to  identify  short-term  and  long-term  accommodation  for 
Kosovars.  The  Local  Government  Association  has  been 
asked  to  provide  “immediate  help"  in  identifying  targe 
buildings  - such  as  former  schools  - which  might  be  used 
as  residential  centres. 

The  Home  Office  believes  It  would  be  best  to  locate  new 
arrivals  in  areas  which  have  already  received  some  of  the 
estimated  10,000  Kosovar  refugees  already  In  the  UK. 

Wifflam  Hague,  leader  of  foe  opposition  Conservative 
party,  urged  the  government  to  ciarffy  its  position  on 
receiving  refugees  and  to  estimate  how  many  the  UK 
might  “reasonably  be  expected  to  receive". 

George  Parker,  London 
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US  voices  concern  over  euro-zone  policies 


Bf  Gantam  Malkani 


A senior  US  official 
yesterday  attacked  the 
U -country  euro-tone  for  its 
over-reliance  on  export-led 
growth  which  “imposes  eco- 
nomic burdens  on  others". 

Edwin  Truman,- assistant 
secretary  for  international 
affeirs  at  the  Treasury,  also 
criticised  European  eco- 
nomic policies  for  aggravat- 
ing problems. 

“It  is  disconcerting  that 
of  Europe's  most  per- 


sistent and  troubling  prob- 
lems are,  to  borrow  a term 
from  medicine,  - iatrogenic 
~ Physician  induced,"  he 
said. 

Speaking  -to  the  World 
Affairs  Council,  Mr  Truman 
said  the  US  was  used  to  the 
consequences  of  its  own 
large  size  and  economic 
financial  responsibilities,  "at 
least  in  the  sense  that  we 
are  used  to  being  criticised 
for  not  being  sufficiently 
sensitive  to  the  effects  of  our 
Policy  decisions  on  the  rest  - 
of  the  world". 


Although  he  stated  that 
the  US  government  had  no 
official  viewpoint  on  Euro- 
pean monetary  union,  he 
used  the  strongest  language 
heard  from  the  US  adminis- 
tration and  said  others  have 
"quite  reasonably4’  ques- 
tioned whether  the  project 

had  gnryy  far  ftpnngh  to  allow 

a fMnrflvjp  mix  of  monetary 
and  fiscal  policy. 

The  US,  although  enjoying 
a buoyant  economy  which 
remains  resilient  despits  the . 
global  financial  crisis,  has 
seen  its  current . account 


trade  deficit  surge  by  nearly 
$100bn  between  1996  and 
1998. 

Mr  Tinman  said  that  over 
the  period  the  euro- 
zone had  $5hn  to  its 

external  surplus.  “In  this 
context,  recent  expressions 
of  concern  in  Europe  about  a 
prospective  slowdown  in 
export  growth  are  disturb- 
ing.” Hie  called  for  the  pro- 
motion of  growth  driven  by 
domestic  demand  and  wel- 
comed Gennanan  policies  to 
that  effect  ‘ 1 . 

Mr  Truman  also  praised 


the  UK,  Denmark,  Portugal 
and  the-  Netherlands  for  fol- 
lowing alternative  growth- 
promoting -paths  such  as 
structural  reforms  of  labour, 
goods  and  financial  markets 
“and  tax  policies  that  are 
more  conducive  to  invest- 
ment and  employment". 

Be  criticised  measures  to 
combat  unemployment  such 
as  a reduction  in  legal  work- 
ing hours  and  early  retire- 
ment programmes.  “I  was 

reminded  of  the  words  of  the 
CBS  news  commentator  Eric 
Sevareid:  The  chief  cause  of 


problems  is  solutions.'”  * 

Countries  which  have 
lagged  behind  ou  reforms, 
including  Germany,  Prance 
and  Italy,  have  had  the 
worst  Investment  and 
employment  outcomes,  he 
said. 

"As  exports  decline  and 
investment  opportunities 
outside  Europe  are  reas- 
sessed, investment  demand 
In  Europe  is  not-  now  posi- 
tioned to  absorb  fully  the 


Reduced  government  defi- 
cits to  comply  with  Emu 


membership  criteria  hi  the- 
ory should  lead  to  higher 
investment  rather  than  trade 
surpluses,  he  said.  But  he 
added  that  convergence 
efforts  prompted  long  over- 
due adjustments  and  “catal- 
ysed the  macro-economic 
policymaking  process  in 
many  countries  in  a benefi- 
cial manner. 

“Europe  as  a whole  has 
made  impressive  progress  on 
its  overall  macro-economic 
framework  over  the  past  sev- 
eral years  in  the  run-up  to 
the  birth  of  the  euro." 


Poor  cousins  joined 
in  battle  over  aid 

Pressure  is  growing  on  European  Commission  for  a broader 
debate  on  state  subsidies  which,  many  governments  believe 
hamper  trade  and  competitiveness,  writes  Emma  Tucker 


State  in  foe  HI 
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Inside 
the  market 


According  to  new  figures 
from  the  European  Commis- 
sion, EU  governments  sup- 
ported industry  to  the  tune 
of  €37.7bn  ($40.7bn)  a year 
between  1995-97.  Stripping 
out  the  three  member  states 
that  were  not  European 
Union  members  before  1995, 
the  figure  was  €36bn  com- 
pared with  €40.5bn  for 
1993-95. 

The  drop  looks  moderately 
impressive.  Unfortunately,  it 
is  almost  entirely  due  to  a 
tailing  off  in  aid  payments  to 
Germany's  former  commu- 
nist states.  Without  this, 
overall  subsidy  levels  to  EU 
industry  have  barely  budged 
since  the  beginning  of  the 
decade. 

• When  the  figures  were 
released  last  week,  the  Com- 
mission did  its  usual  hand- 
wringing . “I  am  convinced 
that  this  level  of  spending 
continues  to  distort  competi- 
tion and  trade  and  thus 
undermines  the  advantages 
offered  by  economic  and 
monetary  union  and  the  sin- 
gle market,"  said  Karel  Van 
ftfrert,  the  competition  com- 
missioner, ’ whose  job  it  is  to 
root  out  unlawful  state  aid. 


The  damage  done  to  the 
single  market  by  state  aid  is 
pernicious.  It  allows  coun- 
tries to  protect  rum-viable 
businesses  thereby  providing 
them  with  the  means  to 
export  unemployment  to 
their  neighbours. 

Worse  still,  overall  levels 
are  more  likely  to  go  up  than 
come  down,  not  least 
because  of  the  single  cur- 
rency. “Government  support 
in  the  form  of  national  state 
aid  now  remains  one  of  the 
few  means  available  for  com- 
panics  to  seek  protection 
from  competition  that  will 
be  even  more  intense  than  In 
the  past."  say  the  conclu- 
sions to  the  Commission's 
Seventh  Survey  on  State 
Aid. 

Faced  with  the  seemingly 
unshiftable  subsidy  load 
some  governments  are 
calling  on  the  Commission 
to  rethink  its  battle  tactics 
which  tend  to  focus  on 
individual  cases  rather  than 
general  levels.  “It  is  time  to 
initiate  a broader  political 
debate  on  the  perverse 
effects  of  all  this  state  aid," 
said  one  EU  diplomat 

What  is  interesting  is  that 
It  is  not  just  the  usual 
suspects  - Le  low  state-aid 
Britain  - calling  for  a 
change  of  tack. 

The  EC's  poorest 
“cohesion”  member  states 


are  also  unhappy  pointing 
out  that  they  cannot 
compete  with  the  ELTs 
biggest  and  richest  spenders. 
Between  1995  and  1997 
Germany,  Italy  and  France 
accounted  for  77  pear  cent  of 
all  aid  to  industry.  Greece, 
Ireland,  Portugal  and  Spain 
- the  four  cohesion 
countries  - accounted  for  11 
per  cent. 

The  poor  cousins  argue 
that  high  spending  by 
wealthy  countries  blunts  the 
effects  of  the  special 
cohesion  funds,  supposed  to 
help  bring  their  own 
tHvaifimipg  up  to  scratch. 

One  Idea  making  hesitant 
progress  is  to  invite  finance 
ministers  into  the  state  aid 
debate,  traditionally  the 
preserve  of  industry 
ministers.  They  could  then 
be  encouraged  to  give 
binding  commitments  to 
reduce  overall  levels  of  aid 
rather  as  they  did  with  the 
Maastricht  criteria  on 
inflation,  deficits  and  debt 

For  this  to  happen  those 
most  addicted  to  state 
support  would  have  to  come 
on  board.  Last  week  Werner 
Mailer,  Germany’s  acting 
finance  minister,  called  on 
industry  to  agree  to  scale 
back  state  subsidies  in 
return  for  cuts  in  corporate 
tax  rates  - a first  sign 
perhaps  that  Germany  is 


' * ‘ . 

; 1933-95: 

EwotS 

BHD  12, 

• 4ia  ■ 

. ■'  3M  \ 

SbrargNMn 


willing  to  wean  its  industry 
off  the  state  aid  drug 

France,  however,  shows  no 
sign  of  giving  up  its  right  to 
intervene  wherever  and 
whenever  possible.  It  is 
truculent  about  moves  to 
have  state  aid  debated 
within  a broader  economic 
context 

The  Commission  is  gently 
pushing  the  broader  debate. 
It  has  invited  member  states 
to  “consider  the  level  and 
appropriateness  of  public 
intervention  in  market 
activities  and  to  fix  precise 
objectives  and  a timetable 
for  the  reduction  of  overall 
aid  budgets". 

It  is  also  pursuing  reforms 
that  will  allow  the 
Commission  to  free  itself  of 
routine  cases  of  aid  and  to 


focus  on  the  really  distortive 
ones.  Moreover,  it  has 
elevated  the  status  of 
subsidies  within  the 
competition  directorate  by 
giving  its  new  deputy 
director  general  - Jonathan 
Fault  - special  responsibility 
for  state  aid. 

It  will  be  up  to  Mr  Van 
Miert  to  impress  upon,  his 
successor  - due  to  take  over 
at  the  end  of  this  year  — the 
importance  of  the  subsidy 
battle.  He  need  only  remind 
him  or  her  what  the  arrival 
of  countries  such  as  Poland, 
Hungary  and  the  Czech 
Republic  into  the  EU  will  do 
to  today’s  already  high 
levels  of  aid  to  demonstrate 
convincingly  the  need  to  get 
cracking  on  existing 
members  now. 


Call  for  action 
over  Russian 
market  abuses 


By  Andrew  Jack  bi  Moscow 


Russia's  top  stock  market 
regulator  yesterday  called 
for  the  introduction  of  tough 
criminal  sanctions  to  help  in 
his  fight  to  eiainp  down  on 
abuses  against  investors  and 
to  impose  a fairer  financial 


In  an  interview.  Dmitri 
Vasiliev,  head  of  the  Federal 
Commission  for  the  Securi- 
ties Market,  called  for  a mod- 
ification to  the  country's 
criminal  code  to  introduce  a 
sentence  of  up  to  five  years' 
imprisonment  for  unauthor- 
ised individuals  carrying  out 
financial  services  activities. 

He  algo  cafipd  for  criminal 
penalties  for  companies 
which  did  not  disclose  to  the 
market  the  foil  financial 
information  that  is  required 
of  them,  or  for  those  which 
illegally  issued  securities. 

The  moves  could  help  to 
strengthen  Russia's  system 
for  protecting  investors  in 
quoted  companies,  who  have 
traditionally  suffered  from 
widespread  abuses  including 
actions  to  ignore  their  vot- 
ing rights  and  dilute  their 
shareholdings  through  the 
issue  of  new  shares  without 
their  consent 

“The  situation  still 
remains  very  complicated 
for  minority  shareholders," 
said  Mr  Vasiliev. 

“I  would  not  say  it  Is  posi- 
tive, but  compared  with  the 


situation  in  the  past  we  have 
made  several  steps  forward.” 

He  urged  investors  to  pur- 
sue their  cases  more  fre- 
quently through  the  legal 
system.  “If  you  want  to  have 
your  rights  protected,  you 
have  to  fight."  he  said.  “If 
people  fight,  success  is  quite 
possible." 

He  added  that  125  court 
cases  had  been  brought  by 
his  Commission  over  the  last 
year,  and  that  it  had  won  in 
three-quarters  of  them.  Pros- 
ecutions had  taken  place.  Mr 
Vasiliev  stressed  that  Rus- 
sia’s recently  introduced 
investor  protection  law  had 
strengthened  their  band. 

The  legislation  requires 
any  new  share  issues  by 
companies  to  be  approved  by 
a two-thirds  majority  of  all 
shareholders,  rather  than 
simply  by  the  board  as  in 
the  past 

He  said  there  was  the  need 
to  modify  Russian  bank- 
ruptcy procedures,  which 
“still  give  room  for  viola- 
tions", arguing  that  there 
are  now  too  many  “pseudo- 
bankruptcies”  which  were 
granted  too  easily  and  which 
could  be  a way  for  compa- 
nies in  trouble  to  avoid  pay- 
ing their  creditors. 

Mr  Vasiliev,  who  criticised 
the  Russian  government's 
default  on  its  GKO  securities 
last  August,  also  renewed 
his  criticism  of  the  country's 
Central  Bank. 


Slovaks 
to  reform 
capital 
markets 

By  Robert  Anderson  ki  Prague 


The  new  Slovak  government 
is  to  propose  a wide  package 
of  reforms  to  improve  the 
reputation  of  the  country's 
capital  markets  and  increase 
foreign  Interest  in  Bratisla- 
va's small  stock  exchange. 

The  SAX  index  of  top 
stocks  hit  an  all-time  low 
last  month  and  share  trading 
M to  only  Sk58m  ($1.4m)  a 
day.  Foreign  investors  now 
represent  only  13  per  cent  of 
trades  and  domestic  inves- 
tors prefer  the  higher-yield- 
ing bond  market  Economic 
and  political  instability  and 
poor  corporate  performance 
are  most  to  blame  but  inves- 
tors have  also  been  deterred 
by  the  secretiveness  of  Slo- 
vak companies  and  un tran- 
sparent share  trading. 

“The  capital  market  is  not 
performing  its  function," 
said  Michal  Horvath,  direc- 
tor of  the  fiTianrA  ministry's 
financial  markets  section. 
“Its  prices  do  not  reflect  true 
value  and  Slovak  companies 
do  not  have  the  opportunity 
to  raise  capital  by  Issuing 
new  shares." 

Changes  to  the  Securities 
Act  and  the  Commercial 
Code  wffl  improve  the  pro- 
tection of  minority  share- 
holders and  cancel  bearer 
shares  which  allow  owners 
to  remain  secret 

The  ministry  also  expects 
to  complete  a new  Stock 
Exchange  Act  by  the  end  of 
the  year,  which.  - together 
with  new  bourse  regulations 
- will  impose  stricter  disclo- 
sure rules  on  listed  compa- 
nies and  force  illiquid  stocks 
to  delist. 

Finally,  in  2001  the  minis- 
try intends  to  set  up  a super 
regulator  covering  the  stock 
market,  insurance  compa- 
nies and  banks.  To  increase 
the  volume  of  domestic 
share  trading  the  ministry 
will  this  summer  submit  a 
law  on  collective  invest- 
ments which  will  secure  the 
legal  position  of  investment 
funds  and  also  pave  the  way 
for  the  future  establishment 
of  pension  funds. 

World  slock  markets,  Page  38 
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The  world's  leading  industry,  automation  and  innovations,  fair. 


Business  innovation 
viewed  on  a 
global  scale. 

Put  yourself  in 


he  picture. 


^ r p-to-date  and  innovative  industrial  technology  at  the  1999  HANNOVER  MESSE 

Oyer  7,500  exhibitors  from  all  over  the  world  will  show  you  how  these  technologies  are  changing  and  how,  by  investing  wisely, 
your  company  can  adapt  for  a brighter  future. 

This  year's  programmes  ■ Factory  Automation  » Power  Transmission  and  Control  ■ Factory  Equipment,  Tools, 

Compressed  Air  Technology  ■ Subcontracting  and  Industrial  Materials  ■ Rail  Transport 
Technology  ■ Innovations  Market  Research  + Technology 


r 


„ v^MesseAG  for  further  information; 

SS Secern**  - Office  25  Hurst  Way,  South  Croydon,  Surrey  CR2  7AP.Teb  (01  81}  688  95  41,  Fax:  (01  81)  681  00  69.  e-mail:  messfruk@cwcom.net 

for-iroveland  aaxHnmodatiort*  KU0N1  Travel  LftkteL'  (01  71)499  8861,  Fax:  (01  71)  499  06  87.  frmail:  tradefeirs@laioni.co.uk 
' -mm  hurimrnar  r ir  iTr  i hrhih'rfrr  Seminars'*  Talks  * Special  Exhibitions  • Cooperation  - Innovation  Exchange  ■ Tickets  - Travel  ■ Accommodation 
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THE  AMERICAS 


Gore  seeks 


Silicon 


A long  time  ago,  in  a galaxy  far  away,  they  used 


Valley  vote 


But  maybe  not  for 
much  longer: 

George  Lucas  is 
going  digital,  reports 

Christopher  Parkes 


By  Roger  Taytor 
bi  San  Franeteco 


Vice-President  A1  Gore,  who 
last  month  made  the  unfor- 
tunate claim  to  have  “cre- 
ated" the  internet,  yesterday 
brought  his  campaign  for  the 
2000  Democratic  presidential 
nomination  to  Silicon  Val- 
ley. 

The  trip,  to  raise  support 
and  money  from  the  area's 
computer  industry,  is 
planned  to  coincide  with  the 
launch  of  Mr  Gore's  website 
and  hiS  online  campaign 

Mr  Gore,  a long-term 
champion  of  the  technology 
Industry  and  the  internet, 
plans  to  make  full  use  of  the 
web  as  a paynp^'E^^B  tooL 
Wade  Randlett.  political 
director  for  T&chnet.  the  Val- 
ley's leading  political  lobby- 
ing group,  is  a Gore  sup- 
porter and  has  been  advising 
the  Gore  camp.  He  believes 
this  election  will  see  the 
internet  used  as  a campaign 
tool  and  expects  Mr  Gore  to 
be  at  the  forefront. 

He  is  planning  a series  of 
online  chats  and  webcasts  at 
which  supporters  will  be 
asked  to  demonstrate  their 
support  by  registering  their 
e-mails  at  the  Gore  website. 
The  campaign  can  then  con- 
tinue to  organise  and  com- 
municate with  these  people 
through  the  web. 

However,  the  campaign  in 
cyberspace  has  got  off  to  a 
slow  start.  The  website, 
which  has  been  set  up  later 
than  some  of  his  competi- 
tors, has  been  delayed  by 
“squatters"  who  bought  up 
the  rights  to  the  mast  useful 
web  addresses,  many  of 


which  are  now  used  to  sell 
unofficial  Gore  T-shirts  and 
buttons.  Mr  Gore  has  had  to 
pay  for  the  right  to  use 
www. AJGore2000.com. 

Mr  Gore  is  in  friendly  ter- 
ritory among  the  Silicon  Val- 
ley technology  Industry  and 
northern  California's  liberal 
community.  The  area  firmly 
supported  the  CUntoo-Gore 
ticket  in  past  elections. 

But  when  he  arrived  in 
California  on  Monday,  he 
was  quickly  reminded  to 
take  nothing  for  granted. 
The  San  Jose  Mercury  News, 
Silicon  Valley's  leading 
newspaper,  ran  a full  page 
advertisement  calling  for 
George  W Bush,  the  gover- 
nor of  Texas,  to  seek  the 
Republican  presidential 
nomination.  The  advertise- 
ment was  signed  by  50  local 
business  leaders  including 
Jim  Barksdale,  chief  execu- 
tive of  Netscape,  Floyd 
Kvamme,  the  venture  capi- 
talist. and  Jeff  Henley,  vice 
president  of  Oracle. 

Silicon  Valley's  traditional 
attitude  of  indifference  to 
national  politics  is  changing 
fast.  Issues  such  as  the  call 
for  more  visas  for  overseas 
workers,  continued  tax  relief 
on  share  options,  and 
greater  protection  from  friv- 
olous shareholder  law  suits, 
have  made  industry  leaders 
aware  of  the  need  to  influ- 
ence events  in  Washington. 

For  politicians,  this  means 
an  opportunity  to  tap  the 
enormous  wealth  of  the 
industry.  Yesterday  evening, 
Mr  Gore  was  due  to  hold  a 
fund-raising  party  - which 
aimed  to  raise  about  *400,000 
- for  330  of  his  supporters. 


Director  George  Lucas, 
who  made  special 
effects  truly  special  and 
fostered  a new  cinematic 
genre  with  Star  Wars  more 
than  two  decades  ago.  is 
back  In  ground-breaking 
mood. 

Star  Wars:  Episode  1 - The 
Phantom  Menace,  the  first  of 
three  “prequels"  to  his  best- 
known  works,  will  in  June 
become  the  first  film  to  be 
shown  commercially  on  the 
big  screen  in  digital  format. 

While  most  audiences  will 
see  the  work  projected  in 
traditional  fashion  - with 
technology  essentially 
unchanged  for  more  than  100 
years  - projection  booths  in 
four  US  cinemas,  probably  in 
New  York  and  Los  Angeles, 
are  to  be  specially  equipped 
to  demonstrate  the  digital 
projection  systems  which 
will  eventually  displace  cel- 
luloid. 

Affirming  his  transition  to 
the  new  era  - and  his  repu- 
tation as  a man  ahead  of  bis 
time  - Mr  Lucas  will  film 
the  next  two  Star  Wars  pro- 
ductions entirely  digitally. 

Even  though  the  world's 
COXWO-odd  screens  still  rely 
on  celluloid,  he  is  pressing 
on.  As  he  told  theatre  own- 
ers last  month,  he  had  been 
convinced  by  the  medium's 
“quality,  savings,  and  the 
ability  to  do  things  that  just 
aren't  possible  today". 

For  the  moment,  be  stands 
alone  at  the  side  of  projec- 
tion technology  pioneers 
Texas  Instruments  and  Cine- 
comrn.  a consortium  effort 
involving  the  Qualcomm 
telecommunications  group  of 
the  US  and  Hughes-JVC. 
based  in  Japan,  which  gave 


Star  Wars;  Technological  progress  means  dgttal  projection  systems  will  some  day  replace  ceflutatd,  as  start! gh tars  replaced  biplanes 


international  exhibitors  a 
glimpse  of  their  systems  at 
work  in  March. 

Although  much  of  the  nec- 
essary technology  has 
evolved  over  the  past  15 
years,  the  complexities  of 
the  essential  final  stage  - 
the  projector  - have  been 
mastered  only  recently. 

Shown  side-by-side  with 
conventional  films,  the  dis- 
plays impressed  delegates. 
Although  the  consensus 
appeared  to  be  that  digital 
images  projected  from  tapes 
and  discs  through  complex 
arrays  of  revolving  mirrors 
and  prisms  still  fell  short  of 
35mm  film  quality,  viewers 
with  experience  of  earlier 
efforts  were  surprised. 

“Two  years  ago  ! believed 
we  were  15  years  away  from 
35mm  quality  and  full-scale 
conversion  to  digital:  now 
it's  five  years  or  less."  said 
one. 

The  technology's  attrac- 


tions are  many.  On  the  cost 
side,  a copy  of  a film  stored 
on  a CD-I  ike  disc  or  digital 
tape  will  be  far  cheaper  and 
easier  to  handle  and  distrib- 
ute than  reels  of  celluloid, 
which  cost  about  $2,000  a 
print. 

Simultaneous  transmis- 
sion via  satellite  to  projec- 
tion booths  or  cinema-based 
servers  from  a single  source 
would  save  more  in  distribu- 
tion costs. 

Consistency  of  quality, 
with  an  end  to  degradation 
by  scratches  and  film  breaks 
and  colours  laded  by  the  pro- 
jectors' xenon  arc  lamps,  is 
another  consideration  which 
appeals  to  film  makers. 

Yet  the  mainstream  stu- 
dios and  exhibitors  are  in  no 
burry  to  embrace  the  new 
technology.  Hollywood  has  a 
history  of  resisting  change: 
it  took  more  than  10  years  to 
reach  a viable  consensus  on 
the  introduction  of  films  for 


home  viewing  on  digital 
video  disc,  now  selling 
strongly  In  the  US  and  mov- 
ing into  Europe.  The  arrival 
of  the  video  cassette 
recorder  - analogue  technol- 
ogy which  now  produces  rev- 
enues from  video  tapes 
worth  more  than  global  box 
office  film  receipts  - was 
fought  with  lawsuits. 


However  appealing  the 
cost  savings  may  be. 
the  industry  is  con- 
cerned that  encryption  tech- 
niques and  cinema  security 
offer  uncertain  defences 
against  copyright  pirates 
whose  activities  today  cost  it 
an  estimated  S3bn  a year  in 
“stolen"  revenues.  Video 
piracy  in  some  Asian  coun- 
tries and  other  developing 
markets  has  reached  such  a 
pitch  that  some  industry 
experts  believe  that  conven- 
tional cinema  has  tittle  hope 
of  becoming  established. 


In  these  circumstances, 
the  prospect  of  releasing  dig- 
ital products,  amenable  to 
flawless  and  endless  repro- 
duction. Is  unthinkable  with- 
out stronger  safeguards. 

Cinema  operators  are  also 
reluctant  to  press  ahead  at 
speed,  in  part  because  the 
cost  - between  $35,000  and 
$100,000  per  unit  compared 
with  $30,000  for  a conven- 
tional projection  booth  - 
will  strain  finances  already 
stretched  by  their  spending 
on  megaplex  construction. 

They  are  also  concerned 
that  the  studios  and  their 
film  distributors  stand  to 
gain  most  from  the  savings 
offered  by  the  technology 
and  expect  Hollywood  at 
least  to  share  the  investment 
cost  in  new  plant.  “Who  Is 
going  to  pay  to  retool  60,000 
screens?"  asked  one  execu- 
tive from  a leading  interna- 
tional chain.  That  argument 
alone  would  take  10  years  to 


settle,  he  suggested.^  i-yig'Jz 
Conscious  of  the  concerns,- 
the  projector  develca^^;  = 
have  opted  for  a sdffljMpfiftjV:  . 
approach.  Paul  Bre^ioVe.-'  ; 
cinema  programmes  > 

with  TTs  ttigiUl;  iiha^aigl s 
division,  said  ar.Shof7est-:' 
that  its  demonstration  i was---' 
“in  many  ways  just -another 
milestone  - albeit  aa-paf^:  ' 
taut  one”.  . 

There  was " still  '’ much, 
systems  work  to  be  -done" 
before  digital  projectors. 
would  be  instaDed  at  focal-  : 
cl  nemas.  “However;’ 1:.  we,-  - 
believe  there  could 
dreds  installed  withintw Or 
three  years. perhaps  :thciu-  •- 
sands  within 'three.ta.ifre;,' 
years,”  he  said.  • 

Most  important,  the  .'feed- 
back from  the  demonstr^ca.  : 
confirmed  “we  are:  very?-' 
much  headed  in 
direction”.  And,  he  might';. v 
have  added,  at  an  acpeptablev , 
pace.  "v 


CONTRACTS  & TENDERS 


ETBA 

Finance 


Chile  to  press  Pinochet  claims 


By  Mark  Mulligan  in  Santiago 


ECONOMIC  a FWANCIAL  SERVICES  8JL. 


HRST  CALL  FOR  INTERNATIONAL  TENDERS  FOR  PURCHASMG  THE  ASSETS  OF 
ELEUSfS  BAUXITE  MINES  MINING,  INDUSTRIAL  AND  SHIPPING 
SJL  (ELBAUMIN  SJL)  NOW  IN  LIQUIDATION 


EISA  FINANCE  ECONOMC  S FINANCIAL  SERVICES  SA,  est&Mshed  m Miens  (I  Eraterathenous  St),  aa  specal  fcjutt**-  & Vie 
eHM  carnptin/,  by  OKfcton  No.  8397M988.  ess.  amended  by  Oetfcton  No  37B/1999,  at  me  Where  Caun  of  Appeal,  by  which  Bw 
Company  tag  boon  placed  r jpedaJ  IgxMton  *rt0*n  the  fcarntnocirk  o»  seocto  46a  of  La*  ia32fi9B0,  os  M^pfemmiad  DyakM  14  d 
Law  20000901  08,  In  loca  today 

ANNOUNCES 


a Brel  col  tar  irumabonal  lenders  wOh  seeled.  binding  offers  far  purchasing  tfw  assets  of  ELEUSIS  BAUXITE  MINES  MININS. 
W®USIWALAI®  SHUWO  SA  IHBAUM1N  SA1 


Activity  of  ttia  company  and  amrniary  data 

ELEUSIS  BAUXITE  MNES  MNMQ,  IN0U5TOALAND  SHIPPING  SA  (E1BAUMN  SA]  will  head  oflfce  an  104  EvangeKstrtas  Stniel 
talhernwiiqp0ilyolKaffi»i0a,A8*a,  was  eMafcfcftedtn  1951  and  Is  gr^sged  meriy  r rwung  art  rnartaing  Doodle  ml  also  In  mring. 
proceaung  and  mutating  manganese  ores.  The  Company’s  bamto  name  are  located  in  legions  ol  ttw  prefectures  at  HMotts.  Boeofta. 
Kyiri.  Eutnw  and  Phocts  and  lha  kutdefigns  far  procetdng  and  taafcig  haunts  art  located  ta  le  regions  d Agha  Mertra  n Phhtote 
end  Was  n Phods,  wMe  me  manganese  nWws  and  ihefr  processing  nvJaluttjns  ore  located  in  Pie  preteetaa  at  Drama  TheCmrpany 
aho  owns  tencHPctal  and  magnaaM  mlnw  in  Bftoea  a*  weft  as  nabkndcal  and  mftactty  chroiHH  mtaee  h Pm  prafedures  of  Laitosa 
ana  Kazul 

Far  pwttElng  the  assets  rt  [he  above  Company  In  tqutduion.  pnxpectwe  buyms  may  dm  Mher  an  dffar  lor  buying  Pie  fetal  assets, 
or  vr  bvMduel  after  tor  buytag  ana  or  mom  d ihe  ttfleHoral  «*#«  fated  below: 

A RiW  Eidty:  Oxrere  boiadb  aisMaaon  «A«  lha  oanov  of  ouniM  aeway  n die  pnfacluias  al  Rttfans  an!  Euboea. 

B.  Second  Emily:  Concerns  lw  mqJWaiicn  ol  manganese  ores  to  tie  Drama  ragon. 

C-Thfrd  EnMy  Cbncana  Bw  aipfaaaUun  MchrorWuwlh  gw  certrecf  aarvties  at  EraMa  Pharealon. 

a Fourth  EnWy;  Concwrw  Ihe  e<pl«inn  M hanwicM  In  die  awaalPswhnaEwwtas.  i 

EHflhEntty:  Indudeanon^inaona)  atamans  oiawCompan/Bawatt.  among  whteh  am  land  on  tfwMand  of  Mlos.  In  Ihe  m^ons  of  i 
Itenka.  Beuat.  Megara,  KymL  OnysEW  Phekdos.  Boedo  and  Hodart  Korania.  sdapmoU,  soap  raachtony,  at, 

F.  Slxlh  Enlfty:  MagnesSa  mining  conceEsioiw  h Euboea. 

The  pKCtaa  ajrtctt  Of  lha  abova  ertflies  wM  be  oordanad  n ihe  Offering  Memomdun  and  n ttie  mlattra  cal  tor  tenders  HtiEh  wH  Mow. 
VW»)  reganl  la  #ib  Wi  En«y.  wfwh  mdudee  ne»luneBof«l  afcnwnt  a tie  Campenys  assets.  4 a to  be  noted  BW  tfiara  n the  poastAv 
ol  submRbig  an  Oder  tor  separate  Hems  of  Ms  way  h aowdarce  w«i  para.  1 1 ol  article  46a  ol  Law  18811990,  aroiemented  by  artde 
S3MLaw2S3«lB94. 

T^rnnoMha  Tender 

1.  Thfl  tarx>r  be  conducted  in  Bcromaiog  wan  lha  prtivBonsriamcle  4&a  pf  Law  iBaa’l  990  as  SEWHemanted  by  aade  Mot  Law 
200Qn99l  as  cunaniyntoinKDwianTOccntakMh  the  pmsantArraunosmani  and  lha  terns  cartoned  In  iteOaEmg 
Memorandum,  mgarttoa  gj  vrether  or  iw  #»y  am  lapaaHa  n 9»  presera  The  sumfcsw  of  a bnding  oftar  nyiias  acospam  of 
ai  Ihese  taims. 

2.  wereaed  pesttes  obtain  a <fcto*ed  ORwVig  M«nwran!A«n  and  ae*  hi  any  otaw  rtonwiw  on  cuyatara  ^ a corttienSJWr 

agreenwt 

3.  Wsrested  pskes  m invtedioaerre  a sealed,  taxing  offer  la  the  ABtansnotaypcWcass^wd  to  Ow  tender,  Mbs.  ParagtoKS. 
SlasainopoidDu  al  71-73  AkaAntoi  StaeL  H.  {301)  3S110MI  by  noon  on  Thuraday,  29*  April  1999. 

Often  mu'abasu&mttadnpsson  or  by  a la<ply  authorised  reprHMttfalfce  Onen  submaed  boycnd  me  an»s  Km  wfl  rw  be 
accepted  or  taken  Mo  conadoEadon.  often  mud  nor  contain  hma  upon  «ddch  tfw  Undng  quaSy  vet  depend  or  umch  cream 
Ki(y«ntrewfthrogaiil  la  Pm  erooiOTt  or  he  matKidalpiiwnentM  he  offered  pace  or  Mhrix^idza  any  Kheresscrittl  pones  The 
Ccpridaigr  company  am  to  crotfur  tana  Bn  •»?».  al  malt  ncontnwtijto  dBoalnn.  effw  O rgee  cKws  «h«h  ccrsantenWiBnd 
owepfaBs  ndopondOTfr  d iMviinar  Siesa  am  hgher  then  cPier  often,  or  conadar  Ihem  o be  rrcr*«nojrse«l  n whieh  ca»  iw  offer 
remains  BreSrtj  w*h  regard  » Bio  raa  ol  te  contort. 

4.  OOorsmufl  bo  acxarnaawd,  on  penally  rfcanceBflBonrf  ihe  oner,  by  3 teUeralguKanaeSminallra  daa*  bank  legaPy  operabng  n 
Greeca.  as  par  specimen  certahed  Pie  Ottering  MMiKtandum.  is  Bie  amourt  at. 

a)  100  nWenttachmasKrtv)  total  assab 

b)  50  inBan  drachms  tar  Pm  Brel  (rtty 

a 1 6 m*onita*ms  lor  B»  second  enOy 

d ) 10  mSian  dcadreas  tar  Pm  DM  ansty 

e]  10  n*xutocftmas  tar  the  fourth  mav 

0 for  mo  fifth  entry,  whch  concerns  norviuncopnai  assets,  pw  amount  ol  Pie  mocr  ol  guarartoa  shady  be  as  Joasr  30V  of  me  ofterad 
In  ms  case,  lha  tew*  ol  guarantee  shwdd  be  endoacd  the  etar. 

glSmaSonttachmastanhetsahenMy 

The  woo  <t  guarentoa  M«Mk>  t»  wild  urtB  as  return  to  am  guuanat  bark  and  wfl  guaaKse  bcah  B»  ccresR  d Sm  tflw  sfm&od 
and  any  Imptavemeras  made  to  t The  toner  d guarantee  we  be  relumed  to  Via  h^wa  brtJer  after  sgnaSjm  d ihe  sale  cwaract  and 
to  The  olher  pamcrertc  n t»  tender  Immodsacly  cfler  the  tender  has  been  eroded 
5 The  Nghwetbudershal  be  Pm  one  wPosaoBtris  deemed  as  meat  lawucabM  by  ihe  oadnrsiefmwl  tan  para,  i ol  ando  4£a  d 
UnvSOoaaBSi.  at  OnhabeaUe  dbenden.  iolnnig  lha  pmqosal  nvvia  by  Pm  ScoKJater  m B»s  respect  The  awsrtof  9M  hinder  a 
fruisM  on  s^tahmi  ol  p»  aala  cortmcL 

6.  The  sealed,  bndngoftaiswfflbfl  opened  by  pm  obow-manbonad  nemy  m tier  encemiwa  bom  on  Thtndiy  29"  Apr#  1999 

wemaed  putts  aftio  ham  atomftM  htnOng  effere  w*im  fee  Wiw  SmS  are  eftBod  to  alKM  Pw  epenrg  M often 

7.  Tho  sealed  bindng  ofters  mua  EpecAeaPyame  Ihe  eflered  onvue.  n «rei  cunaney  and  tbs  meSMd  st  paymera  tarheffer  t\  cash  or 
on  credo  M P^e  inert  Obi  paymarn  >s  13  bo  on  credl  fee  oBei  nxd  aale  Hie  nurtior  or  inaamaiH.  when  Txi  xv  io  bo  p»d  ana  v*) 
fcifaeS  raw  drtig  mo  mm  period  ip  to  Inal  eaUwnenL  B menuon  o not  mode  of  al  no  mcahoddl  payment  fci  wfwftier  iho  bnbnco 
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The  Chilean  government  is 
today  likely  to  argue  that 
loopholes  in  its  own  amnesty 
law  provide  a better  chance 
for  General  Augusto  Pino- 
chet. the  former  dictator,  to 
be  tried  for  human  rights 
abuses  in  Chile  rather  than 
in  Spain. 

Foreign  Ministry  officials 
and  lawyers  said  the  govem- 
I ment  would  stress  that  the 
I laws,  which  protect  Gen 
1 Pinochet  against  prosecu- 
tion, only  cover  1973-78.  the 
most  brutal  period  of  his 
military  dictatorship. 

Lawyers  said  the  govern- 
ment might  also  argue  that 
Chilean  courts'  interpreta- 
tion of  the  Geneva  Conven- 
tion meant  that  Gen  Pino- 
chet. as  head  of  state,  could 
even  be  prosecuted  for 
crimes  committed  during  the 
amnesty  period. 

The  UK’s  law  lords  ruled 
two  weeks  ago  that  the 
retired  general  enjoyed  inter- 
national immunity  from  the 


excesses  of  his  regime  until 
1988,  when  the  country  voted 
for  a return  to  democratic 
rule. 

“Chile  will  argue  this  time 
that  it  can  prosecute  for  a 
broader  period,”  said  Jose 
Zalaquett.  a human  rights 
lawyer  and  an  architect  of 
the  country’s  Truth  and  Rec- 
onciliation Commission, 
established  in  1990. 

Government  lawyers  will 
today  present  their  latest 
arguments  for  the  return  of 
Gen  Pinochet  to  Jack  Straw, 
the  UK  interior  minister, 
ahead  of  next  week's  deci- 
sion on  whether  or  not  the 
general  will  be  extradited  to 
Spain  to  face  charges  of  tor- 
ture and  conspiracy. 

Mr  Straw  has  until  April 
15  to  reconsider  his  decision 
to  allow  Spain  to  seek  extra- 
dition but  UK  government 
officials  say  he  is  not  expec- 
ted to  reverse  his  original 
decision  last  December  to 
give  the  courts  an  “authority 
to  proceed"  with  consider- 
ation of  the  Spanish  extradi- 
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Pinochet:  decision  next  week 


tion  request 

Gen  Pinochet  has  been 
detained  in  London  since 
October  16  on  a warrant  for 
extradition  presented  by  Bal- 
tasar  Garzon,  the  indepen- 
dent Spanish  prosecutor. 
Claims  by  Jose  Miguel  Lnsul- 
zar,  Chilean  foreign  minis- 
ter. that  Gen  Pinochet  would 


face  justice  at  home  were 
dismissed  by  lawyers  and 
opponents  of  the  former  dic- 
tator during  the  early  days 
of  his  detention. 

However,  the  govern- 
ment’s insistence  that  he 
can  be  tried  in  Chile,  along 
with  changes  in  the  composi- 
tion of  the  Supreme  Court 
and  the  decision  last  week 
by  the  independent  State 
Defence  Council  to  study  18  , 
cases  of  “disappearance” 
against  Gen  Pinochet  have 
swayed  public  opinion  in 
favour  of  a Chilean  solution. 

The  Catholic  Church  has 
also  called  for  justice  as  the 
only  answer  to  divisions  in 
society.  "I  think  the  Chilean 
government  has  a strong 
case  this  time,"  said  Mr  Zala- 
quett. “It’s  one  thing  to 
leave  Pinochet  liable  to  pros- 
ecution for  a few  scattered 
cases  after  1988.  where  the 
ground  may  not  be  so  solid. 
It's  another  to  allow  a 
broader  prosecution,  even  if 
there  are  doubts  about  Chi- 
le's abitity  to  try  him." 
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Elf  MBdd  Taft  in  Chicago 


Mitch  is  long  gone  - but 
Honduras  disaster  still  looms 


The  robust  US  economy  and 
strong  levels  of  consumer 
confidence  paid  off  agafe&r 
the  car  and  truck-  industry 
last  month,  with  Ford,  the 
second  biggest  vehicle 
maker,  announcing  a "13.6 
per  cent  rise  In  tight  vehicle 
sales,  a record  for  ' the 
month. 

The  Ford  numbers  _beat 
the  most  optimistic  analysts’ 
predictions,  and  the  399,908 
cars  and  trucks  which  were 
either  purchased  or  leased 
meant  that  March  was  -the 
second  month  in  a row  dur- 
ing which  the  company 
posted  an  all-time  sales 
record. 

The  company  said  that;  in  . 
response  to  the  strong  con- 
sumer  demand,  it  would 
increase  second-quarter  pro- 
duction by  a further  20,000 
trucks  and  10,000  cans.  B had 
already  announced  last'  that 
it  would  boost  production  by 
2 per  cent  over  last  year's 
second  quarter,  talcing:'  Pro- 
duction to  about  I.2l2m 
vehicles  in  total. 


Five  months  after  the 

By  James  Wilson 


hurricane,  life  remains  precarious  and  rain  is  on  the  way 
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In  the  Reparto  neighbour- 
hood high  above  Teguci- 
galpa. Roberto  Guerra  points 
to  the  debris  strewn  outside 
his  front  door,  a reminder  of 
Hurricane  Mitch. 

But  the  rocks  and  rubbish 
have  not  been  here  since 
October’s  hurricane  - they 
cascaded  down  the  steep, 
rutted  streets  months  later, 
when  the  Honduran  capital 
was  once  more  hit  by  just  a 
few  minutes  of  fierce  rain. 
Reparto  was  left  to  clean  up 
once  more. 

Five  months  have  passed 
since  Mitch  brought  death 
and  destruction  to  every 
part  of  the  country,  but  life 
is  still  precarious  for  thou- 
sands of  Hondurans.  And 
though  Tegucigalpa's  prob- 
lems may  be  the  most  risible 
lo  the  government,  and  to 
the  foreign  volunteers  and 
aid  officials  who  keep  its 
hotels  filled  lo  the  rafters, 
many  of  its  most  devastated 
areas  appear  far  from  the 
head  of  the  queue  for  help. 

Still  looming  over  Mr 
Guerra's  bouse  in  Reparto  is 
! the  landslide  caused  by 
Mitch  last  October,  which 
obliterated  the  homes  of  50 
neighbours  and  buried  his 
oar.  The  slide  brought  down 
the  main  road  through  the 
community,  cutting  a vital 
bus  link,  and  wrecked  water 
pipes. 

Mr  Guerra  says  workers 
from  the  government's  social 
investment  rund  came  and 
cleared  his  street,  but  they 


dug  down  so  far  that  they 
ruptured  sewerage  pipes.  By 
February,  water  links  had 
not  been  restored. 

Mud  is  piled  perilously 
above  the  side  of  the  road, 
washing  down  each  time  it 
rains. 

“Since  then  no  one  else 
has  come."  says  Leislado 
Montoya,  a neighbour. 

The  problems  caused  by 
the  recent  rain  are  for  many 
a disturbing  foretaste  of 
more  chaos  when  the  fast-ap- 
proaebing  rainy  season 
begins  in  earnest.  The  many 
landslips  such  as  the  one  at 
Reparto  remain  unstable: 
rain  could  set  off  further 
slides. 

“We  do  not  know  what  is 
going  to  happen  tn  the  next 
rainy  season.  There  is  a lot 
of  concern  about  flooding." 
says  Paul  Trapido.  an  lnter- 
Amerlcan  Development 
Bank  official. 

There  are  signs  of  prog- 
ress. witnessed  by  BUI  Clin- 
ton on  his  recent  visit.  The 
US  president  saw  one  of  the 
city's  most  important  bridge 
links  restored  with  the  help 
of  US  troops.  Most  areas  do 
now  have  water.  The  worst 
fears  of  a breakdown  of 
social  order  have  not  so  far 
been  realised. 

But  basic  challenges 
remain,  not  least  in  provid- 
ing housing.  Homeless  fami- 
lies have  been  moved  out  of 
schools  and  Into  "macro- 
shelters", collections  of  low- 
wooden  hubs  bolding  1,000 
people,  where  families  have 
one  small  room. 


Residents  at  the  first  such 
shelter  complained  of  lack  of 
sufficient  taps  and  sanitary 
farilitles.  and  said  tbc  site 
would  turn  into  an  ugly  sea 
of  mud  during  ihe  rainy  sea- 
son. The  shelter  also  got  off 
to  an  inauspicious  start 
when  metal  sheet  roofs  blew 
off  the  day  after  the  first 
families  arrived. 

Gabrieia  Niifiez.  the 
finance  minister  and  one  of 
the  main  figures  in  the  presi- 
dent's "reconstruction  cabi- 
net". says  the  aim  is  to  have 
permanent  solutions  within 
12  months.  But  the  govern- 
ment has  a number  of  obsta- 
cles to  overcome  even  before 
embarking  on  the  much- 
needed  housing  programme. 

The  state  owns  few  areas 
of  suitable  land  in  Tcguci' 
gal  pa.  and  until  Mitch  the 
government  was  constitu- 
tionally barred  from  paying 
market  rents  for  aew  plots. 
Even  the  first  macro-shelter 
has  been  put  up  on  a site 
rented  from  a pension  insti- 
tute. The  administration  has 
now  secured  a ;wo-.vear  win- 
dow in  which  to  buy  the  nec- 
essary terrain.  Housing  sites 
will  be  based  on  land  use 
studies  being  conducted  in 
every  municipality. 

However,  residents  are 
already  deciding  that  there 
are  better  options  than  a 
long  uncertain  wail.  They 
have  begun  to  move  back  to 
affected  areas,  disregarding 
a new  law  to  keep  housing 
well  away  from  river  areas. 

In  the  middle-class  Lunr- 
que  suburb,  where  two 


streets  simply  disappeared 
during  Mitch.  Mario  Ochoa's 
house  was  full  to  the  ground 
floor  ceiling  with  water.  But 
the  bank  official  won  an 
insurance  claim,  made 
repairs  and  moved  back  in. 
even  though  his  property  is 
closer  to  the  river  than  the 
new  law  allows.  "The  laws 
are  not  obeyed  in  this  coun- 
try." he  says. 

Similarly,  m the  poor  Ped- 

regai  neighbourhood,  practi- 
cally m the  river  bed.  rough 
dwellings  have  quickly 
sprung  up  again,  built  of 
logs  likt/  small  stockades. 
Clementina  Perez  and  her 
fumtiy  have  returned  to  the 
spot  where  their  first  home 
stood  until  it  was  swept 
away  by  the  river. 

The  Trubal  macro-shelter 
is  only  a few  hundred  yards 
away,  but  Mrs  Pere2  says  the 
shelter  rules  are  too  strict. 
“They  won't  let  you  keep 
animals,"  she  soys,  painting 
to  her  fow  chickens  scratch-  1 
ing  through  the  rubbish.  t 

Even  jf  the  neiv  laws  on 
vacating  dangerous  areas 
wen?  enforced,  they  do  not 
apply  ro  the  many  public 
buildings  that  were  also 
inundated.  Workers  have 
been  patching  up  the  educa- 
tion ministry,  much  of 
which  vanished  downstream 
in  tho  Hoods. 

The  building  win  return  to 
use.  albeit  wuh  an  important 
modification:  what  remains 
of  the  ministry's  basement- 
ful nr  archives  will  be  moved 
to  the  safety  of  the  third 
floor. 


Ford’s  results : yesterday 
follow  some  equally  bullish 
March  sales  figures  fbr  the 
Chiysler  brand  - -now  part 
of  the  DaimlerGhrysler 
group  - last  week-  The  Ger- 
man- American.' company  said 

its  March  figures  Ware  op  by 
16  per  cent,  heftrai'hr  strong 
sales  of  minivans  ami'  sports 
utility  vehicles. 

Non-US  manufaichwrars 
also  fared  well  last  month: 
Volvo  Car,  acquired  by  Ford 
last  month  for  $6.45bn,  -said 
yesterday  that  its  US --car 
sales  climbed  13  per  cent  in 
March. 

General  Motors,  the  big- 
gest car  and  track  maker.  - 
will  release  Its  figures  today. 
It.  too.  is  expected  to  post 
buoyant  sales  - although,  the 
month  last  year  was  also 
strong,  so  tbe  year-on- year 
rise  may  be  less  marked. 

The  extremely  healthy 
first  quarter  sales  have 
already  encouraged  some 
analysts  to  suggest  that  1999 
will  be  a record  year  for  the 
I industry.  In  1998.  the  US 
manufacturers  saw  their  sec- 
ond highest  sales  year  ever, 
with  15,6m  cars  and  trucks 
sold.  That  was  bettered  only 
in  1986.  when  the  figure 
reached  16m. 

Initially,  analysts  bad 
taken  a more  cautious 
approach  to  1999,  suggesting 
that  sales  could  slip  back 
slightly,  given  the  length  of 
the  current  upswing  In  what 
is  traditionally  a cyclical 
business.  But,  as  the  months 
tick  by,  many  forecasters  are 
rethinking  their  projections 
and  some  Wall  Street  esti- 
mates now  suggest  that  1999 
sales  win  top  tho  ism  level. 
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Beijing  plans  national  cable  network 


By  James  Hanfins  in  Shanghai 

China  plans  to  establish  a 
national  cable  company  in 
an  attempt  to  create  a coun- 
try-wide cable  network  with 
the  potential  to  provide  both 
television  and  telecommuni- 
cations services. 

The  State  Administration 
of  Radio  Film  and  Television 
together  with  local  cable 
television  stations  plan, 
to  form  tbe  Cable  Television 
Network,  state  media 
quoted  a government 


official  saying  yesterday. 

China's  cable  TV  market 
has  emerged  as  probably  the 
largest  in  the  world.  Official 
figures  show  736  cable  TV 
stations  with  70m  customers 
at  the  end  of  1997.  while  pri- 
vate estimates  suggest  the 
number  may  already  be  as 
high  as  lOttox.  The  number  of 
cable  subscribers  has  multi- 
plied largely  because  cable 
access  is  offered  to  Chinese 
consumers  at  a very  low 
price. 

The  large  and  growing 


subscriber  base  has  also 
prompted  growing  interest 
from  foreign  investors.  A 
number  of  US  companies  are 
in  exploratory  joint  ven- 
tures, looking  to  sell  technol- 
ogy to  upgrade  the  capabil- 
ity of  tbe  cable  network, 
while  foreign  TV  shopping 
channels  have  set  up  in 
China  to  tap  into  Chinese 
consumers  at  home. 

China’s  fragmented  cable 
TV  industry  is  made  up  of 
hundreds  of  local  and 
regional  cable  service  pro- 


viders. The  establishment  of 
a national  cable  network 
with  the  potential  to  offer 
both  TV  access  as  well  as 
internet  and.  ultimately, 
telephony  services  could 
introduce  more  competition 
into  China's  telecommunica- 
tions market  and  threaten  to 
erode  the  domination  of 
state-owned  China  Telecom. 

The  cable  network  “was 
always  the  sleeping  giant  In 
terms  of  competition  in  the 
telecommunications  indus- 
try in  China”.  Duncan 


Clarke  at  telecoms  consul- 
tancy BDA  said  yesterday. 
The  plans  to  establish  a 
national  cable  company,  he 
said,  could  result  in  tbe 
“emergence  of  a new  net- 
work service  provider". 

However,  while  consolida- 
tion of  the  cable  TV  Industry 
has  huge  potential,  other 
analysts  caution  there  are 
just  as  substantial  obstacles 
to  marrying  together  hun- 
dreds of  cable  network  com- 
panies owned  by  different 
branches  of  regional,  local 


and  municipal  government, 
offering  different  services 
and  achieving  very  different 
financial  results. 

Chen  Xiaoning,  director  of 
the  information  department 
at  the  State  Administration 
of  Radio,  Film  and  Televi- 
sion was  quoted  by  the  offi- 
cial International  Finance 
News  yesterday  announcing 
plans  for  the  new  venture, 
but  did  not  offer  a timetable 
for  its  establishment. 

US  policy  on  China,  Fags  14 


China  may  stick  with  Keynesian  path  of  economic  expansion 

Yardsticks  that  Beijing  does  its  best  to 
play  down  show  a country  in  acute  fiscal 
pain.  James  Kynge  reports 


Fears  over  new 
call  to  arms  f 
in  East  Timor 


China's  outstanding  domestic  debt 
Total  debt  incurred  {ftnbtn} 


984,9 


Conventional  wisdom 
has  it  that  China  is 
insulated  from  Asia's 
economic  crisis  because  it 
can  continue  - if  it  wishes  - 
with  a Keynesian  infrastruc- 
ture spending  package  for 
several  years  to  come. 

Widely  accepted  statistics 
are  used  to  confirm  this 
view.  The  budget  deficit  this 
year  will  amount  to  just  IB 
per  cent  of  gross  domestic 
product,  a level  tbat  would 
qualify  tbe  country  for  entry 
into  the  European  Monetary 
Union.  Total  domestic  debt 
is  less  tban  10  per  cent  of 
gross  domestic  product  - 
another  eminently  respect- 
able ratio. 

But  employing  such  statis- 
tics to  measure  China's  fis- 
cal health  is  akin  to  “clim- 
bing a tree  to  catch  fish”. 

Yardsticks  that  Beijing 
does  its  best  to  play  down 
show  a country  in  acute  fis- 
cal pain.  The  main  problem 
is  that  central  government 
revenues  last  year  accounted 
for  just  12  per  cent  of  GDP  - 
well  below  the  developing 
country  average  of  around  32 
per  cent  and  reminiscent  of 
the  picture  in  Russia. 

This  has  meant  that  Chi- 
na's ability  to  service  its 
domestic  and  foreign  debts  is 
compromised.  For  example, 
60  per  cent  of  RMB54&3bn 
($66bn)-  in  total  central  gov- 


ernment revenues  last  year 
came  not  from  tax  collection 
but  from  the  issuance  of 
debt  Of  the  debt  raised.  70.9 
per  cent  went  on  servicing 
and  financing  redemptions 
of  other  debts. 

“The  fiscal  situation  is  at 
the  core  of  our  worries,"  said 
one  analyst  at  a foreign  mul- 
tilateral organisation  in  Bei- 
jing. 

Weak  central  government 
finances  have  Impinged  on 
Beijing's  power  to  conduct 
macroeconomic  policy. 

China's  ability  to  pursue 
its  fiscally-driven  infrastruc- 
ture package,  which  officials 
claim  is  tbe  main  engine  of 
economic  growth,  is  limited. 
Liu  Rongcang.  director  of 
the  institute  of  finance  and 
trade  economics  at  the  Chi- 
nese Academy  of  Social  Sci- 
ences, said  it  would  be  risky 
for  Beijing  to  extend  its 
active  fiscal  policy  beyond 
this  year. 

Officials,  who  declined  to 
be  identified,  said  the 
finance  ministry  was  reluc- 
tant to  authorise  this  year 
another  special  bond  issue  to 
match  the  RMBlOObn  in 
Infrastructure  bonds 
launched  last  August  But 
they  added,  the  ministry  was 
resigned  to  doing  so  if  the 
wider  economy  begins  to 
show  marked  signs  of  a 
slowdown. 
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The  sense  of  reluctance  to 
launch  another  Keynesian 
package  coincides  with 
mounting  criticism  in  the 
official  media  over  how  tbe 
infrastructure  money  is 


being  wasted.  If  the  experi- 
ence in  Beijing  is  any  guide, 
much  of  the  funds  are  being 
ftmnelled  into  projects  with 
little  prospect  of  a return. 

Workers  from  the  country- 


side are  now  a common  sight 
in  China's  capital,  digging 
up  paving  stones  only  to  lay 
others  in  their  place  and 
uprooting  trees  merely  to 
replant  them  nearby.  Mlt 
really  looks  like  the  'New 
Deal’."  said  one  foreign  dip- 
lomat. referring  to  President 
Franklin  Roosevelt's  famous 
pump  priming  spree  in  the 
US  in  the  1930s. 

But  even  as  money  is 
spent  trying  to  reverse  an 
economic  slowdown  through 
pump  priming,  strains  on 
government  finances  are 
growing  from  other  sources. 

The  swelling  ranks  of 
workers  laid  off  from  col- 
lapsing state  enterprises, 
which  employ  around  60  per 
cent  of  the  urban  workforce, 
represent  a mounting  bur- 
den for  a state  which  has 
promised  to  guarantee  a 
basic  wage. 

Officials  said  that  even  the 
government’s  forecast  of  a 
RMBISObn  budget  deficit 
this  year,  an  increase  of  56 
per  cent  on  last  year  and  the 
largest  shortfall  in  two 
decades  of  reform,  may 
prove  too  conservative. 

From  a different  perspec- 
tive. the  fiscal  shortage  is 
Limiting  the  government's 
freedom  to  regulate  the  pace 
of  state  owned  enterprise 
reform  because  it  simply 
cannot  afford  to  waste 
money  keeping  inefficient 
industries  afloat,  Mr  Liu 
said- 

When  a factory  is  making 
a loss  it  is  usually  either 


bailed  out  by  state  bank 
credits  or  by  local  authori- 
ties, using  their  own  tax  rev- 
enues. But  it  costs  much 
more  to  keep  a factory  in 
operation  than  it  does  to  pay 
its  laid  off  workers  a mini- 
mum wage  of  typically  about 
RJMB200  (S24)  a month. 

This  means  that  many 
local  governments  opt  to 
close  down  inefficient  facto- 
ries rather  than  spend  scarce 
revenues  on  keeping  them 
running  at  a loss. 

Such  is  the  passive  force 
driving  much  of  China's 
state-owned  enterprise 
reform. 


w; 


ith  this  backdrop,  it  is 
not  surprising  the 
finance  ministry  has 
made  it  a top  priority  to 
raise  revenues  as  a percent- 
age of  GDP. 

Xiang  Huai cheng,  finance 
minister,  is  believed  to  have 
made  a private  target  of  rais- 
ing central  finances  to  20  per 
cent  of  GDP  by  the  time  his 
five-year  term  is  up  In  2003. 

But,  paradoxically,  an 
overriding  priority  this  year 
to  maintain  social  stability 
and  stimulate  the  economy 
has  forced  the  government 
to  tailor  a relatively  slack 
tax  regime.  Total  tax 
receipts  by  central  and  local 
governments  are  expected  to 
grow  by  just  4.8  per  cent  to 
RMB953-3bn,  compared  with 
a 10  per  cent  climb  last  year 
and  a gross  domestic  prod- 
uct growth  forecast  this  year 
of  7 per  cent 


BJP  stands  by  defence  minister 


By  Amy  Louise  Kazmin 
m New  Delhi 


India's  Bharatiya  Janata 
party-led  ruling  coalition 
yesterday  attacked  its  critics 
as  a crucial  ally  withdrew 
two  ministers  in  a war  of 
nerves  over  the  regime's 
refusal  to  dismiss  its  contro- 
versial defence  minister. 

The  showdown  has  its  ori- 
gins in  the  decision  three 
months  ago  by  George  Fer- 
nandes, defence  minister,  to 
sack  Admiral  Vishnu  Bfaag- 
wat,  the  Navy  chief. 

Mr  Fernandes  gave  little 
public  explanation  for  the 
sacking  other  than  to  say 
that  Admiral  Bhagwat  bad 
defied  civilian  authority. 

Since  then,  one  of  tbe 


BJF's  most  eccentric  allies, 
J.  Jayalalitha,  a Tamil  Nadu- 
based  former  film  star  who 
commands  the  loyalty  of  18 
parliamentarians,  and  the 
opposition  Congress  party 
have  seized  on  the  event  to 
harass  the  coalition, 
demanding  the  formation  of 
a joint  parliamentary  com- 
mittee to  investigate  the  dis- 
missal 

Ms  Jayalalitha  has  raised 
the  stakes  in  the  last  few 
days,  threatening  to  with- 
draw her  support  for  the 
government  unl««  Admiral 
Bhagwat  is  reinstated  and 
Mr  Fernandes  transferred  to 
a less  sensitive  ministry. 

On  Monday,  she  withdrew 
her  AIADMK  party's  two 
ministers  from  the  govern- 


ment's council  of  ministers 
after  the  cabinet  rejected  her 
demands,  a step  that  falls 
short  of  a full  withdrawal  of 
support  for  the  coalition. 

Threatened  with  the  loss 
of  18  votes,  the  BJP  has 
begun  to  woo  smaller  parties 
that  could  help  it  survive  a 
trial  of  strength  in  parlia- 
ment when  the  legislature 
resumes  its  budget  session 
on  April  15. 

The  political  uncertainty 
shaved  4.5  per  cent  off  the 
BSE  30  index  on  Monday. 
Yesterday,  however,  the 
index  closed  1.4  per  cent  up 
at  3569.47. 

BJP  leaders  have  insisted 
that  they  nil]  be  able  to  sur- 
vive a confidence  motion  if 
necessary. 


Mr  Fernandes  has  also 
attempted  to  deflate  tbe  crit- 
icism with  an  emotional 
defence  of  bis  decision  to 
remove  Admiral  Bhagwat. 
He  said  yesterday  that  the 
Navy  chief  was  sacked  for 
defying  the  government's 
authority,  “and  for  exposing, 
and  by  tbat  exposure  jeopar- 
dising. a security-related,  top 
secret  project  which  is  very 
vital  to  tbe  nation's  secu- 
rity" - widely  believed  to  be 
a nuclear  submarine.  He  dis- 
missed calls  for  a further 
inquiry. 

Ms  Jayalalitha  is  planning 
talks  in  New  Delhi  on  April 
13  far  talks  with  national 
politicians  to  discuss  politi- 
cal arrangements,  in  the 
hope  of  striking  a deal  with 


the  Congress  party. 

But  many  analysts  say  Ms 
Jayalalitha,  who  has  threat- 
ened to  withdraw  support 
from  the  government  several 
times  before,  may  have  mis- 
calculated. While  some  Con- 
gress members  want  to  help 
topple  the  BJP  coalition,  oth- 
ers. including  Sonia  Gandhi, 
the  party  president,  are  said 
to  favour  waiting  until  after 
assembly  elections  in  the 
autumn. 

“Sonia  wants  to  make  the 
BJP  more  uncomfortable  but 
she  doesn’t  want  the  BJP 
out,”  said  Subhash  Agrawal, 
a New  Delhi-based  political 
risk  forecaster.  He  believes 
Ms  Jayalalitha  has  given  the 
BJP  a week  to  agree  a recon- 
ciliation with  her  and  make 


Fernandez:  made  an  emotional 
defence  of  his  decision  to 
sack  Admiral  Bhagwat 

a face-saving  gesture. 

However.  Mahesh  Ranga- 
rnjan,  a political  analyst, 
said  he  thought  the  relation- 
ship was  at  breaking-point 


By  Sander  Thornes  in  Jakarta 

East  Timor's  chances  for 
moving  peacefully  towards 
independence  eroded  yester- 
day after  both  pro-indepen- 
dence and  pro-Indonesian 
groups  on  the  island  issued  a 
call  to  arms. 

East  Timorese  and  foreign 
diplomats  said  renewed 
unrest  on  the  island  could 
give  Indonesia's  military 
grounds  to  move  in  more 
troops,  upsetting  efforts  by 
the  United  Nations  to  organ- 
ise a plebiscite,  agreed  with 
Jakarta  last  month,  tbat 
would  decide  whether  East 
Timor  gains  more  autonomy 
or  secedes  altogether. 

Jose  Alexandre  'Xanana' 
Gusmao.  the  jailed  leader  of 
the  East  Timorese  rebels,  on 
Monday  ordered  his  troops 
to  end  a ceasefire  and  take 
“all  necessary  action  in 
defence  of  the  population  of 
East  Timor"  against  attacks 
by  pro-Indonesian  paramili- 
tary flnd  tbe  Indonesian  mili- 
tary. Mr  Gusmao  also  called 
for  a “popular  insurrection 
against  the  armed  militia 
groups". 

Mr  Gusmao,  who  is  de 
facto  East  Timor's  head  of 
negotiations  with  Jakarta, 
has  accused  the  military  of 
arming  and  leading  the  para- 
military groups  into  attacks 
on  pro-independence  activ- 
ists in  recent  months.  He 
had  earlier  called  on  his 
people  not  to  react  but 
changed  his  position  after  an 
attack  by  pro-Indonesian 
militia  on  Monday  claimed 
at  least  two  lives.  . 

Another  20  were  wounded 
in  shootings  in  the  same 
town  yesterday. 

The  military  has  denied 
aiming  the  militia  but  has 
balked  at  disarming  them  as 
well.  Diplomats  in  Jakarta 
believe  at  least  part  of  the 
Indonesian  army,  as  well  as 
hard-liners  in  the  cabinet, 
are  out  to  provoke  unrest 
and  prevent  a vote. 

Mr  Gusmao  had  gained 
international  respect  with 
his  efforts  to  secure  peace 
but  his  call  to  arms  met  with 
disapproval  abroad  yester- 
day. 

“Viols ace  begets  violence 
and  East  Timor  will  have  a 
very  unhappy  future  if  it  fol- 
lows the  path  of  violence," 
said  Alexander  Downer,  Aus- 
tralia’s foreign  minister.  “It's 
going  to  be  a very  difficult 
situation  to  control." 

Madeleine  Albright,  the 
US  secretary  or  state,  had 
urged  the  military  to  disarm 


the  paramilitary  and.redl9C^  : 
troops  when  she  vi&ted  Jak-, 
arta  last  months 
spokesman  on  Mofidayv 
called  Mr  Gusmao'a  States-, 
meat  “a  dangerous  and  trtHJ: 
bling  development"  ; and" 
called  on  him  to  reconsider.;  .. 

“It  will  only  Inflame  sfe’ 
situation."  added  Dewa  Fotf  '. 
tuna  Anwar,  foreign  poBeg- 
adviser  to  B.J." 

Indonesia’s  president.  ••"rtVv 

In  Dili,  the  capital  of  Eiisj?. 
Timor,  both  supportere  and. 
antagonists  of  Mr  Gusman's 
rebels  predicted  bis  cafi  to 
arms  would  be  heard-  “H  you 
want  to  sell  war,  well  buy  _ 
it,"  responded  Baspfo.-diazr 
Arauzuo,  leader  of  a groap  af  , 
Timorese  who  favour  stag- 
ing within  Indonesia.  “Well  _ 
see  who  Is  stronger."  ' • /' 
Same  diplomats  suggested  ’ 
Mr  Gusmao  had  made  his;  - 
call  to  arms  not  just  out  of  - 
his  expressed  frustration 
with  the  lack  of  interna- 
tional condemnation  of  the" 
recent  killings  In  East.; 
Timor,  bat  more  in  reaction 
to  growing  impatience, 
among  Timorese  students; 
and  guerrillas  with  his : 
efforts  to  secure  a peaceful 
transition. 

“He  needs  to  maintain  his 
legitimacy  in  East  Timor.'’ 
one  diplomat  said.  "He  may 
be  making  this  decision 
against  his  better  judg- 
ment" 

Diplomats  said  interna- 
tional pressure  on  Indonesia 
to  halt  violence  in  East 
Timor  had  been  strong  but 
hampered  by  a realisation  . 
that  the  cabinet  in  Jakarta 
was  deeply  divided  over  the 
issue,  with  various  factions 
using  East  Timor  in  their 
power  struggle.  Jakarta's 
sadden  decision  to  offer 
independence  if  a proposal , 
for'  autonomy  were  rejected 
was  an  initiative  of  Mr  Habi- 
bie. 

All  Alatas,  foreign  minis- 
ter, has  pushed  an  autonomy 
proposal  but  found  it  torpe- 
doed by  hardliners,  forcing 
him  to  delay  talks  at  the 
United  Nations  with  Portu- 
gal, which  still  claims  East 
Timor  as  its  colony.  Senior 
officials  are  due  to  meet  in 
New  York  next  week  to  pre- 
pare a ministerial  meeting 
for  late  April  but  few  expect 
Jakarta  to  have  completed 
its  autonomy  package  by 
then. 

"It's  not  a practical  prob-~ 
lem  on  the  ground,"  one  dip- 
lomat said.  “It's  a problem 
here  in  Jakarta.  They’re 
backtracking." 


RRE  BANK  SA 


B8E  Bank  combines 
a profumd  knowledge 
of  the  Polish  market 
with  a most  state-of-the-art 
banking  technology. 

We  complement  our  experience 
with  the  know-how  of  leading 
financial  institutions  world-wide, 
including  Commerzbank  - 
our  main  shareholder. 

This  allows  us  to  provide 
services  of  the  highest  quality. 

In  February  1999,  BKE  Batik 
obtained  ISO  9001  certification 
for  the  "Domestic  payment 
Older  via  electronic  hanking 
BKESOK". 

Cafi  ns  on  teL  (48-22)  829-00-00,  ha  (44-22)  829-00-33, 
aL  Senators  ka  18, 00-950  Warszawa,  P.O.  Bex  728,  POLAND 
www.bresaxom.pl 


CONTRACTS  & TENDERS 


r 


II  Type  | No.  | Objective  | Dde|  Tree  ] Place  | Equity  Coital  H 

Compeftwe 

Bddrig 

5 

Fra 

Fighting 

Vehicle 

30 

Apri 

99 

3:80  p.m. 

SAEB 
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GOVERNO 
DA  BAHIA  I 


FEDERATIVE  REPUBLIC  OF  BRAZIL 
STATE  OF  BAHIA 

DEPARTMENT  OF  ADMINISTRATION  - SAEB 

CENTRAL  TENDER  COMMITTEE  - CCL 
CALL  FOR  TENDERS  - INTERNATIONAL 
COMPETITION 


All  interested  parties  may  obtain  further 
information  and/or  the  Tender  Document 
and  its  attachments  Estado  da  Bahia  - 
ComissSo  Central  de  Licitagdo  - CCL,  at  the 
following  address:  2°  avenida,  200, 

Plataforma  HI.  T§rreo  - SAF  - Servigo  de 
Atendimento  ao  Fomecedor-Centro 
Administrativo  da  Bahia-CAB,  Salvador, 
Bahia,  Brazil.  Tef:  (5571)  371-0119,  from  25 
March  99  to  30  April  99  from  9:30  a.m.  to 
5:30  p.m.  following  payment  of  RS30.00 
(thirty  Brazilian  reals)  by  check,  payable  to 
Fundo  Rotativo  de  Material,  or  through  the 
Internet  at  how,  bahia.  ha.  gov,  br/saeb/sof.  him 
Salvador.  25  March  1999/Orlando  Gomes 
da  Silva/Chairman  CCL 

SECTRETAR1A  DA  ADMINISTRAQAO 
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Japan’s  vehicle  sales 
lowest  for  12  years 


By  Alexandra  Harney 
fai  Tokyo 

The  collapse  in  consumer 
demand  amid  Japan’s  lon- 
gest postwar  recession  sent 
new  vehicle  sales  plunging 
to  their  lowest  levels  in  12 
years  last  financial  year, 
according  to  figures  released 
yesterday  by  the  Japan 
Automobile  Manufacturers 
Association  (Jama). 

In  the  12  months  that 
ended  in  March,  sales  of  new 
vehicles,  including  minicare, 
trucks  and  buses,  tumbled 
6-5  per  cent  to  5.87m  unite.  It 
was  the  first  time  vehicle 
sales  bad  fallen  below  6m 
siuce  1986. 

Consumer  anxiety  about 
the  future,  fuelled  by  corpo- 
rate restructuring  and  the 
crisis  in  tbe  banking  system, 
were  the  biggest  factors 
behind  tbe  decline,  Jama 
said.  "In  a word,  it  was  the 
recession.”  the  association 
said. 


Trucks  and  buses  were  the 
worst  hit,  reflecting  the 
sharp  downturn  in  capita! 
spending  by  companies. 
Truck  sales  plunged  hy 
17.4  per  cent  to  1.7m 
units. 

Bus  sales  slowed  8.1  per 
cent  compared  with  the  year 
before,  failing  to  13.971  units. 

However,  mini-vehicle 
sales  jumped  8.2  per  cent  to 
1.65m.  Mini- vehicles  are  cars 
and  trucks  with  engine  dis- 
placement of  660cc  or  less. 

Separately,  the  Japan 
Automobile  Importers  Asso- 
ciation reported  tbat 
imported  vehicle  sales  plum- 
meted 14JI  per  cent  to  275,546 
units,  the  slowest  year  on 
record  since  1994. 

In  the  financial  year  that 
began  in  April,  Jama  expects 
sales  to  improve  to  6.04m 
units  as  the  government’s 
fiscal  stimulus  package  and 
inventory  adjustment  at 
manufacturers  feeds  through 
to  consumer  sentiment. 


However.  Jama  warned 
that  car  sales  were  not  likely 
to  recover  to  their  peak  of 
nearly  8m  vehicles  in  1390. 


Is  Japan  recoveihig?  Rase  15 

CORRECTION  _ 

IMF  and  Japan 

The  International  Monetary 
Fund  expects  Japanese  gross 
domestic  product  to  contract 
this  year  by  more  than  the 
0.5  per  cent  it  forecast  last 
autumn,  but  not  necessarily 
by  more  than  the  2JS  per 
cent  by  which  the  country’s 
GDP  declined  la  1998.  In 
reporting  remarks  last  week 
by  Stanley  Fischer,  the 
IMF’S  first  deputy  manafrg 
director,  the  Financial  Times 
incorrectly  suggested  he  was 
expecting  the  fall  this  year 
to  be  even  greater  than  last 
year’s  actual  figure. 


Philippines  inflation  falls 


By  Tony  Tassafl  fai  ManHa 

Much  lower-than-expected 
inflation  data  for  the  Philip- 
pines for  February  released 
yesterday  have  signalled  fur- 
ther cuts  In  Interest  rates 
and  highlighted  the  continu- 
ing slowdown  of  tbe  coun- 
try's economy,  according  to 
economists. 

The  year -on -year  inflation 


rate  fell  to  8.7  per  cent  In 
February  from  9.9  per  cent 
in  January. 

Paul  Mutuc,  head  of 
research  at  DBS  Securities, 
said  that  the  February  infla- 
tion rate  had  been  “surpris- 
ingly" low  and  was  likely  to 
lead  to  cuts  in  interest  rates. 

He  said  the  current  bench- 
mark. 90  Treasury  Bill  rate  of 
u.4  per  cent  was  likely  to 


average  out  at  about  IT  per 
cent  over  the  year. 

Analysts  added  that  the 
lower  inflation  rate  may 
lead  to  cuts  in  bank  reserve 
requirements  as  Urn  central 
bank  attempts  to  stimulate 
bank  lending. 

The  monetary  board  of  the 
central  bank  is  meeting 
today  to  consider  monetary 
policy. 
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~---~Il^-P-ECTS  APPEAR  BEFORE  SCOTTISH  SHERIFF  IN  THE  NETHERLANDS 

Libyans  charged 


ie  murder 


?-??!^..^ainh  « AnstenJam 

two  Libyans  suspected 
of  causing  the  1988  Pan  Am 
SLJJ™}1  at  Lockferbie  in 

5JS2?  -were  yesterday 
charged  with  murder,  con- 

spiracy  to  murder  and 
breach^  of  UK  aviation  law. 
T^eir  appearance  before  a 
MCSU^h  8beriff  in  the 

Netherlands  marked  the  end 

°L a Protracted  Internationa] 
effort  to  bring  them  to  trial 
to  the  five-minute  hearing 
at  Camp  Zeist.  a military 
base  east  of  Utrecht,  the  men 


were  not  asked  to  enter  a 
plea  to  the  charges.  The  navi 
stage  will  be  their  committal 
for  trial,  which  has  to  take 
place  by  Thursday  next 
week.  Under  an  AngJo-Dutch 
treaty,  loo  acres  (40  hect- 
ares) at  Zeist  are  Scottish 
soil.-  during  the  procedure 
which  could,  take  well  over  a 
year. 

The  Libyan  government  of 
Muammer  Gadaffi  handed 
the  suspects  over  to  the- 
United  Nations  In'  Tripoli.’ 
the  capital,  on  Monday. 
Libya  had  resisted  western 


insistence  that  any  trial  take  Reequipping  the  airline  is 
place  in  Britain  or.  the  US, . among  the  contracts  being 
whose  nationals  were  to  the  eyed  by  western  .companies. 


majority  among  the  270  who 
died. 

The  suspects' . departure 
brought  the  immediate  sus- 
pension of  UN ' sanctions 
against  Libya,  imposed  in 

1992  and  tightened  the  fol- 
lowing year.  Libyan  Arab 
Airlines,  the. national  flag 
carrier  grounded  since  then 
by  a ban  on  air  traffic,  said 
it  would  have  a schedule  of 
international  flights  ready  as 
soon  as  today. 


with  British  Aerospace 
known  to  have  been  in  dis- 
cussions. Oil  installations, 
porta  and  other  infrastruc- 
ture also  need  to . ..be 
upgraded,  in  an  operation  in 
which  Col  Gadaffi  has  prom- 
ised priority  to  Italian  com- 
panies. 

Lamberto  Dini,  Italian  for- 
eign minister,  arrived  in 
Tripoli  yesterday  promising 
support  for  Libya's  accession 
to  the  Burp-Mediterranean 


Forum,  aimed  at  promoting 
north-south  political  and 
economic  co-operation.  The 
Lockerbie  suspects  were 
flown  out  on  an  aircraft 
loaned  to  the  UN  by  Italy, 
which  as  the  former  colonial 
power  in  Libya  had  been 
among  countries  seeking  a 
solution  to  the  trial  impasse. 

Saudi  Arabia  and  South 
Africa  also  helped  persuade 
Col  Gadaffi  to  accept  a trial 
in  the  Netherlands  for  the 
two,  who  are  alleged  to  have 
been  officers  in  his  Intelli- 
gence service.  If  convicted  of 


planting  the  suitcase  bomb, 
Abdel  Basset  All  Mohamed 
al-Megrahi  and  Lamen  Khal- 
ifa Fhimah  face  life  sen- 
tences which  they  would 
serve  in  Scotland  under  UN 
supervision. 

Hans  CoreE,  the  chief  UN 
legal  counsel,  who  escorted 
the  men  to  Butch  custody, 
said  on  Monday  that  the  Lib- 
yan lawyers  with  whom  he 
had  negotiated  had 
expressed  no  doubts  about 
the  independence  of  the 
Scottish  court  which  will 
hear  the  case.  "On  the  con- 


trary, ft  was  referred  to  with 
respect." 

Three  judges  will  adjudi- 
cate, in  the  first  Scottish 
murder  case  in  modern 
times  without  a jury.  The 
committal  proceedings  will, 
like  yesterday's  initial 
appearance,  be  presided  over 
in  closed  session  by  sheriff 
Graham  Cox.  The  trial  will 
be  open  to  the  public.  “It  will 
be  a fairly  big  building, 
though  probably  not  big 
enough  to  cope  with 
demand,”  the  Scottish  Office 
said. 


Ugandan 

ministers 

sacked 

By  Mark  Ttener  to  Nairobi 


~^jj-E-j*IA’s  ELECTION  FORMER  PREMIER  WARNS  OF  STAY-AT-HOME  TRAP' 

. - __ 

High  turnout  ‘will  ensure  free  poll’ 


By  Route  Khatat  in  London 

Mouloud  Hamrouche,  a 
leading  contender  in  Alger- 
ia's presidential  election,  is 
stepping  up  pressure  for  a 
free  election  by  calling  for  a 
big  turnout  and  telling  vot- 
ers that  this  would  ensure 
the  poll's  transparency. 

Mr  Hamrouche,  a former 
prime  minister  who  led  the 
reformist  wing  of  the 
National  Liberation  Front 
(FLN).  the  former  ruling 
party,  has  been  touring  the 
country  to  drum  up  support 
for  his  candidacy  as  much  as 
to  convince  sceptical  Algeri- 
ans to  show  up  at  polling 
stations. 

“You  are  not  clear 
whether  it  is  worth  your 
while  to  vote  and  your  con- 


fusion is  getting  worse  by 
the  day  as  you  hear  some 
say  that  the  election  is  a 
foregone  conclusion,'’  he  told 
Algerians  in  a recent  radio 
broadcast.  “But  the^e 
(people’s)  aim  is  to  discour- 
age you  from  voting  and  by 
not  voting  you  win  fall  into 
the  trap  they  laid  for  you." 

Outgoing  President  Lia- 
mine  Zeroual  and  the  Alge- 
rian army  have  pledged!  the 
election  will  be  . free.  The 
interior  ministry  has  prom-' 
lsed  additional  safeguards 
against  rigging.  But  candi- 
dates from  the  opposition 
have  raised  concerns  that  a 
large  section  of  the  regime 
was  backing  Abdelaziz  Bou- 
teflika,  the  former  foreign 
minister:  and  fear  the 
administration  will  not 


remain  impartial. 

Mr  Hamrouche’s  aides  said 
he  believes  a high  turnout 
could  change  the  calcula- 
tions that  may  have  been 
made  by  some  circles  of. 
power  and  thereby  force  a 
fair  election.  The  more 
people  voted,  they  said,  the 
less  room  there  would  be  for 
possible  manipulation  of  the 
results. 

Mr  Hamrouche  is  running 
as  an  independent  candidate 
in  a field  of  seven.  There  are 
no  credible  opinion  polls  in 
Algeria  but  analysts  say  the 
first  round  will  be  fought 
between  four  candidates:  Mr 
BoutefUka.  Mr  Hamrouche, 
Ahmed  Taleb  Ibrahimi,  a for- 
mer foreign  minister  likely 
to  win  the  bulk  of  the 
Islamist  vote,  and  Hotine  Ait 


Basle  rules  on  banks’  capital 
adequacy  show  their  age 


With  one  deadline 
already  missed, 
there  is  pressure  to 
agree  on 
overhauling  the 
system  for  providing 
a cushion  against 
losses.  George 
Graham  reports 

Banking  regulators  have 
hot.  given  up . hope,  of . 
reaching  agreement  oh 
an  overhaul  of  the  Basle  cap- 
ital adequacy  rule?  but,  after 
foiling  to  meet  the  deadline  . 
they  had  set  for  .this  weA," 
they  are  wary  about  setting 
up  another  target  they  might 
not  hit. 

“We  are  going  to  keep^ 
working  on  St,  but  we  don't 
want  to  put  a word  like 
'sootf  on  it,”  said. one  official 
involved  in  the  discussions. 

For  commercial  banks 
waiting  anxiously  for  the 
new  Basle  rules,  however, 
indefinite  delay  is  not  an 
option. 

“Given  the  way  industry 
expectations  - had  been 
allowed  to  rise,  the  delay  is 
frustrating  but  not,  we 
believe,  fetal"  said  Richard 
Quinn  of  the  British  Bank- 
ers'Association. 

Hie  heart’ of  the  Basle  cap- 
ital rules,  established,  to  1988 
by  a committee  of  banking 
supervisors  working  under 
the  aegis  of  the  Bank  for 
International  Settlements  in 
Basle,  is  a formula  for  work- 
ing out  bow  much  capital 
each  bank  needs  to  cushion 
it  against  unexpected  losses. 

yinnUft  must  hold  total  cap- 
ital equivalent  to  at  least  S 
per.  cent  of  their  assets,  with 
haif  of  this  cushion  in  the 
form  of  “Tier  1"  capital  such 
as  pure  equity. 

Assets  are  . weighted 
according  to  risk,  witha  100 
per  cent  weighting  for  most 
loans,  but  only.  60  per  cent 

for  residential  mortgages 

and  20  per  cent  for 
short-term  interbank  credits. 

The  original  drafters 
wanted  to  increase  the  qver: 


Total  Her  one  capital 

Sta  : 


iwafej:  *-.»•  :Vrs*.  & - v 


all  amount  of  capital  held  in 
the  banking  system,  which 
had.  been  depleted  by  the 
■developing  country  debt 
problems  of  . the  1980s,  and 
have  had  some,  success. 

The  total  Tier  l capital 
held  by  the  world’s  1,000 
largest  banks  has  climbed, 
according  to  statistics  com- 
piled by  Tbe  Banker  maga- 
zine, from  $839bn  in  1990, 
when  the  rules  first  came 
Into  effect,  .to  5X,488bn  last 
year. 

But  lie  rules  are  showing 
their  age.  The  cushion  is 


Banks,  know  already  that 
they  will  be  disappointed  in 
their  hopes  of  being  allowed 
to  use  a sophisticated  form 
of  credit  risk  modelling,  sim- 
ilar to  that  used  for  measur- 
ing market .risk:  supervisors 
are  simply  hot  yet  convinced 
that  the  mathematics  is 
robust  enough  for  their  pur- 


The  asset  side 
of  Basle  is  now 
in  tatters’  - * 


now  starting  to  get  thinner, 
as  banks  learn  to  adjust 
their  behaviour  to  fit  the  for- 
mula. sometimes  with  per- 
verse consequences. 

They  have  securitised  cor- 
porate loans,  for  example, 
which  carry  a higher  capital 
charge  than  can  be  justified 
by.  their  interest  rates,  and 
concentrated  on  loans  with  a 
maturity  of  364  days  and 
less,  simply  because  they 
carried,  a lower  : capital 
charge. 

“The  asset  side,  of  Bade  Is 
now  in  tattere,’*  complained 
one  banker-' 

The  Basle  committee’s 
response  includes  a re-work- 
ing of  the  capital formula.  . . 


But  the  argument  is  still 
raging  on  whether  loans  will 
he  kept  to  ample  categories, 
as  today,  or  whether  weight- 
togs  wffi  be  tied  to  credit  rat- 
ings, either  from  internal 
bank  assessments  or  from 
externa]  rating  agencies- 

Tbe  case  for  internal  rat- 
ings has  brought  together  a 
strange  alliance  of  some  of 
the  most  sophisticated  toter- 
national  banks,  which  see 
internal  ratings  as  a step 
towards  foil-scale  credit  risk 
-modelling,  and  some. less 
advanced  European  banks, 
which  fear  that  the  use  of 
external  ratings  would  put 
them  at  a competitive  disad- 
vantage to  their  US  counter- 
parts, because  fewer  of  their 
corporate  customers  have 
such  ratings. 

For  the  time  being,  the 
■ sticking  point  is  Germany’s, 
insistence  that  commercial 
mortgages  should  carry  just 
a 60  percent  risk  weighting, 
like  residential  mortgages. 

But  William  McDonough, 
president  of  the  New  York 
Federal  Reserve  and  chain 
map  of  the  Basle  cconmittee, 
says  the  capital  formula 
itself  is  just  one  of  three  pil- 
lars .on  .which  the  new 
framework  wfll  be  buflt.  The 
committee  also  hopes  to 
strengthen-  market  disci- 
pline, through  enhanced  dis- 
closure .requirements,  hat 
also,  more  controversially,  to 
introduce  more  qualitative 
judgment  tato  lie  sigifirri- 
smy  jpaticess. 

- This  would  change  little  in 
the.  UK,  where  supervisors 
already  srt  toidlvMtod  nuiii- 
mtcn  capital  ratios  for  each 
bank,  based  on  tbe  quality  of 
their  g^nagsmeat  and'cps>‘ 
tools  and  on  the  riskiness  of 
their  business. 

- But  ft  has -provoked  con- 
cern to.  Germany* -where 
some,  argue  that  it.' would 
breach  the  national  constitu- 
tion by.'  allowing  regulators 
to  discriminate  - between . 
institutions. 

“There  fe  a danger  that 
this  kind  of  isdfrldaal  super 
vision  could  lead  to  competi- 
tive distortions,"  the  Ger- 
man banking  association 


Ahmed,  leader  of  the  Social- 
ist Forces  Front  (FFS),  a 
strong  critic  of  the  regime. 

As  prime  minister  from 
1389  to  1991,  Hr  Hamrouche 
introduced  Algeria's  first 
economic  and  political 
reforms.  Since  the  1992  can- 
cellation of  elections  in 
which  the  Islamic  Salvation 
Front  (FIS)  was  about  to  win 
a majority  of  seat s to  parlia- 
ment, be  has  often  criticised 
the  regime  and  its  handling 
of  the  Algerian  crisis. 

But  having  kept  to  himself 
in  recent  years,  Mr  Ham- 
rouche's  return  on  the  politi- 
cal scene  is  part  of  a strategy 
that  looks  further  ahead 
than  winning  tbe  election, 
said  his  agewfatoc  They  say 
be  is  raring  his  campaign  to 
engage  Algerians  more  in 


the  country’s  politics  and  lay 
the  grounds  for  the  emer- 
gence of  a strong  opposition 
movement. 

His  campaign's  central 
message  is  the  pursuit  of 
economic  and  political 
reforms,  which  he  says  must 
go  hand  to  hand.  Only 
through  a real  democracy 
and  transparent  decision- 
making could  Algeria  come 
out  of  its  current  crisis. 

He  criticises  the  Interna- 
tional Monetary  Fund  on  the 
grounds  that  it  contributed 
to  wasting  Algeria’s 
resources,  since  reforms  it 
has  promoted  since  1994 
have  failed  to  promote  levels 
of  investment  needed  or  gen- 
erate growth  that  could 
absorb  the  rising  number  of 
unemployed 


Hamrouche:  campaign  to  convince  sceptical  Algerians  to  vote 


president  Yoweri  Museveni 
of  Uganda  has  reshuffled  bis  t 
cabinet  to  what  is  being  seen  ' 
as  an  attempt  to  fend  off 
accusations  of  graft  and  mis-  j 
management  to  the  govern? . 
ment- 

Specioza  Wandlra’ 
Kazibwe,  the  vice  president, 
who  faced  a parliamentary 
censure  motion,  lost  her* 
agriculture  portfolio, 
although  she  remains  vice 
president. 

The  prime  minister,  Kintu 
Musoke,  who  had  asked  to 
retire,  was  replaced  by 
Apollo  NsihamM,  the  former 
education  minister,  and  $am  ■ 
Kuteesa,  the  minister  of] 
state  for  planning  and 1 
investment,  was  fired.  Rich- 
ard Raijnka,  energy  minis- 
ter, and  third  deputy  prime 
minister  Paul  Etyang  were , 
also  removed. 

Donors  did  not  expect  the1 
move  to  affect  government , 
policy,  but  said  that  Uganda 
should  press  ahead  with  * 
reforms.  The  IMF  recently 
delayed  disbursing  a second 
S23m  tranche  of  a three-year 
enhanced  structural  adjust 
ment  facility,  after  the  gov- 
ernment missed  a number  of 
performance  criteria  “by  a 
small  margin".  Donors  have 
expressed  concerns  that 
defence  spending  has  not 
been  kept  within  agreed  lim- 
its. An  IMF  mission  is  expec- 
ted in  May  to  assess  recent 
performance,  and  will  return 
in  July  or  August 


H&onoutfK  tees  the  ftwneworis 


as  resting  tm  feme  pBam  - 


NOTICE  OF  A MEETING  OP  THE  HOLDERS  OF 
P.T.  ASTRA  INTERNATIONAL  TBK  (the  Issuer) 

U.S.  $125,000,000  67*  per  ceOL 
Convertible  Bonds  due  2006 

NOTICE  IS  HEREBY ^GIVEM  drat  a Storing  of  ibe  holders  Mie  BomOoMm)  of  tbcdwre-moakiiiEdhoock  (the  amriitorfiaeJ  lod,April  1941  ithc  Tnta  Draft  and  noJr  between  ibe  Issuer  and 

Bailee  Tnofcc  Company  Limned  lihc  Trustee)  win  Iv  tvkl  ai  n IfC  pju.  (SngHp«i:  lmici  on  ?tih.  1999,  a ihe  Hold  htoraorincnnl.  Singspore.  90  Middle  Road  Buck  Junciku.  Singapore  188966  far  tbepwpOKaf 

rtwaitiwjMl  rfltmiylil  fit  [»mi^  A-  faHmiwig  &n  JlkitrHiy  Rn^Miwic 

BSHMOBawwIttwoLwinre 

THAT  ita.  ritteoqg  of  fit  Iwkte  of  ibe  U5-Sir5.00CI.000  fftt  per  coat  OxiveruhJr  htn&  Jur  200fj  tlbcB/Miit  of  PT.  Asau  Inlenjxxrai  TT&  (the  hsaen,  corKattsed  by  a Tro>!  Eteed  A&ed  2nd.  Apri!  J99I  ttbcThot  Dtsect/ 
nod  mjdc  h«ujcCT  He  Issj*!  and  BaiAosTitKtc  Coisjmiy  LmWcd  (the  Tmdeel.  herdry: 

Rraotxnosl 

*Xil  agate  to  tbe  eretemBc  of  die  Boo*  tor  new  beads  tawed  as  pan  of  ibe  Agee  Sana  pf  new  bands  dcnominMcd  in  United  Stales  dofare  ate .Yra  Dotty  Ban^iaD  as  more  paraadaly  itocribcd  mtte 

(S)  Trp-CT:  W aariwfQ*:  tfi^Tnttw  (nr  in.  m iwf  mm  n fitter  rfwfti  fti  rfk-Tfua  IVfri  ThreirtMtl  m ^rfvj«wu/ly  iH-  Cirm  pffyKyd  tn  rf«-  mrehrtg  rmd ‘J^rtrrl  hy  ihr  rtmfnum 

tiw  jwpw,  rf  pwwAfiiy  rfrti  iw  rUiry  Am  af  iho  igumiuiiiy  .NvTWrTpbigH  h,  ito  BganiOiiriiy  Fnmwmit  I ihi-  ftadmf  narl  ihg  Itaier  dian  hawe  im  fimhw  m mafcp  any  tr> 

W,  lymwrii*.  t if  Pnnrtc  ttvM  Bntalhrftlert  Anil  mlijea  In  nrnpBanfe  nMi  llv  janceAtiM  fnr  nrimfg  smnmariia!  in  ihf  Rgjnn.immp  Ramettforit  and  mtm  pMtirtitar^'  Mfrtmihp  eicptmiimy 

itv-r^rnvTn  fnr  i^piirpni^  rif  LWt^r»inn  itbt-  Prpbmnlnrji  Stninnr7it\l  bp  i^nilW!  tn  rtif  Kraj  nriTL-g-  anil  wi  ihp  th^  inin-il  tvJrtyn;  r4  S^nrc  m, 

jhay,  tfui  anj' BtjmflwUer  Khaa  iHabfcD  provide  (be  iKLev>Jiycetti&ariMK  a (htcuhange  fcoeraf  tranunatal  ar  wbotxktansum 
the  exchange  tew  of  nsasotm!  wiihin  45  daps  of  iteQasqp  Owe  lo  the  endnnfe  agew  HhcEtcfara^eAffni/l  appointed  by  ihe  Issuer  for  (Ws  pujwimdiiiXiliedloBoKBxAimpnwlo  Ibe  Oosng  Date  will  be  entiiled 
orty  B ifac  Pel  c^h  [roccok  6o<n  a safe  by  the  Exchange  Aga»  of  ibe  New  Dolbr  BoocK  ari  ftanaa1-  na  whkfa  socl]  Boodhokto  have  otherwise  been  canUed  vyco  delivery  ot  a crniplngj  e\ctaanpi?  lener  of 

n9>aabQaiea  LOX1  Ttusws  Limited  lie  ,Vm>  Bomb  Trustee)  u aa  ns  ibe  nusioe  fix  the  New  Oaflar  Booth  and  to  cuer  haa  tit  a new  English  bn,-  gansned  ims*  deed  cuonnnm^  ihe  Nien  Dollar  Bank  MbeiVcw  Ihest 
Deedi  n?  RafananfaT)'  die  bxm  prodacai  to  tfac  meeJB^  and  signed  by  ihe  Qscxaxm  lor  ihe  putjxao  of  xlceiJ/ksdon.'  lul  ao  Enpl^*  £»  poveracd  SexstatyTnai  Deed  and  Ctannwa  Tcma  Apeewrtu  a>  inferred  w la  the 
Rcsawroning  Fumca^odc  (ihe  Stearin  Trust  Deal  and  Camnom  Terms  AgrMBMi/1  and  uiij  any  other  doctaneimioa  anallsy  tJxurai  uTncb  a.  m tic  wde  dL-aeooaof  ihe  New  Bomk  Trustee  lor  iB  driepadsiL 
aecessay  w desKsU;  in  order  to  protect  ihe  attacsB.  of  hoUen  of  ihe  New  Bouh;  and 

liviqrtajwte^esmdafires  ihaineBhsriiicTnjsrw  iaod  iisifclec^i.ynortheNcw  Booda  Trustee  <fa0  be  under  any  liabiGiyio  the  BondhoUco  hy  reason  of  n aeons  in  .acccrdmee  with  ihe  tequess  mini  ai»libi|3bcwe.n 
hee^  ncopmoi  ani  andavood  ondta  the  Trustee  nor  the  New  Band  Ttusu:  wiB  oor  be  rcspoasihje  for  m#oiitfingihciwt*T*ja\orfcS&mC}TittD^^Conn^TamsA£m3aaxctiteSc*T(uuDccdcr 

Ibe  renns  and  caddon  of  Sie  New  Dollar  Bonis  save  hr«£r « flwse  pnn-iseu  aultar  ienn>  and  coohii  r»»  *jw^a»cahs.mU3t«s. 

PROVIDED  THAT  paagrqte  »i>,  (hi  and  (nil  of  this  Resohaioo  stall  becranc  eflective  * *»n  as.  b«  mdyil: 

(>l  Ihe  Seoggy  TxpstBoerlaDdCociinonTenns  Agroeaieai  has  been  waanexUr/  ihe  issnci.  A1^  Oversea.  Fuemkc  B.V.  ihesecumy  austcc  fcr  ifae  Regrucnired  Debi  iwbcae  idenwy  wiB  be  notified  to  BcrxflKifcfas  pney  to 
Ac  Closing  Dael.  ihe  New  Bends  Tralee,  tbe  principal  paying  agent  for  die  Restructured  Deta  (as  defined  in  tbe  ReMnjcturing  Franewwt  lend  ibe  fanliiy  eg«  farlhe  fenokcmfiim  party  to  be  Cbosafadaed  Facihiy 
Acreement  defiant  in  ibe  RearacnitimE  fouaewacfck 

(hi  Ae  ienta-  afanbnsef  Ihe  loner  a«»lAsaaO«ows  firnooeB.V  (other  than  iheBaadbafcfcn  and  die  bakfcre  of  Orber  Boo*  (a*  defoii^lx^  li»bkbh^  become  i«t«e»BibcCaiiohda£edRaa^AsiMneaB 
saffiMM  id  pennn  ihe  lover » proceed  d impfcmert  fce  Restructuring  Framework,  act  a consensual  basis  aal  not  by  means  irf  a coun  saortknedcoo^wsiixaipfcHi; 

(c)  ll*  bAla5  ftcOilKr  Boafe  have  pawed  lesohaioo.  which,  under  their  rcspccnve  iroa.  aid  coodrtions.  upon  beraran^.  eiective  hive  ihe  smue  bonloig  effea  on  jll  hcWrrs  ol  such  Obcr  Beach  js  tins  Re^^mkxi  has  oo 
holders  of  die  Bonds  and 

(d)  the  mnttaiety.  precedom  w ibe  Ckang  Dale  spenfiod  m ihe  So_-uniy  Tn*a  Deed  awl  Common  Terras  Agreement  (other  don  ihe  effectiveness  of  ihis  Resolmiuo  or  any  other  sumljr  resoluikias  by  hoklos  nf  ihe  Other  Bcnk 
that  errs  couSnorwI  upon  ansfecnao  of  duse  ooodniaas  precedent  « saisEat  ar  waved,  with  ibe  ax&em  of  Ihe  seewiiy  im«<c<cr  os  dricpiw(s)i. 

PROVIDED  FURTHER  THAT  pia&apbs  (ii,  (ii)  and  Tki)  of  this  Raokidao  wifl  ute  effect  only  if  ihe  awfitiDns  is  (aj.  ibi.  w)  and  idj  oborr  are  tUKfied  or  mined  f»  law  than  365  days  after  ibe  due  no  which  das 
RaohaSea  spaaed." 

Resotaaao  1 fivjwffl  idw  (fleet  umnetfiariy. 

R8SOU7m»Z 

"li>  reqissBrul  whinw  far  Trustee  (or  is  dekgakft))  to,  subject  ® (heir  brine  ardeminfied  lo  fair  wosfaakm  against  any  cdjk  or  fabtlines  involved.  iegk«rr  fa  damns  d fa  Bantfcokfcrs  and  fa  Trustee  in  Uy  debt 
cotnposiBon  pbn  (hat  m®y  lx  proposed  hy  fa  issuer,  onder  fa  ffamtaupty  Law  of  ibe  Repohfic  of  torknesta  is  order  to  imptemaa  ibe  ResmieBuing  FmntvcA  lihe  Cwnprofoiw  Plan)  aid  to  vote  in  hruour  rf  fa 
r<lf^«M.l«  pbn  in  etwmnwnwwv*  where  of  cthSmes  by  fa  Resnocnrinf’  Ftaroewak  have  cither  (a)  agreed  » be  VcgaUy  bound  by  tbe  doewmaioo  irnpkmaains  fa  Resnuctnong  Famewak 

Issdqea  only  to  fa  f»nHrty»*  precedent  m fa  Secuniy  Tns  Deed  sad  Couhdsb  Terms  Agrcemen)  or  (H  io  fa  case  of  hoUen>  of  (?)  fa  U^Stl25JM(XOOO  9.75  per  col  Notes  doe  2001  of  ibe  Issuer,  lu) 
UiLS2O0JQ0OncX)8.7S  per  ceto-CoaiiBneedBosidsifae  2003  issued  by  AsttaChwseas  finance  B.V.mdoncoorfitioiiuilyadiincvtKiNygiwinreed  by  fa  (sajaaiid(iiij  fa  Ihipinh  400  billion  toads  <fa  3002  of  fa  Issuer 
(TO gefar  fa  Odur  BeiubX  borne  passed  nesoImkiiH  wfaicb  under  fair  respective  terms,  and  oonSixas,  upcio  faeraimne  dfective  have  fa  same  hindiqp  efled  on  all  Julden  aT  web  Other  Booth  as  fa  ExtremSnaiy 
Ruwhiaoee  Irene  onhoMegoffaBonds;  and 

(n|  wfaowlefas  atri  agrees  far  ibeTnBtee (and  iis  dele^refs))  shall  noi  be  under  any  lUNUiy  » fa  Boodhtddecs  by  rcauw  of  ii  aering  in  atxonbiMwiib  fa  leqtesismfi)  above. 

Prdvieed  fflW  fa  aabooiy  ccnfcnwl  on  faTnasce  (or  «s  dric#oc(s)i  in  0)  above  desD  expire  j*>5  days  after  fa  dale  on  which  this  Rcsofaj&ao  » passed.” 

Resottioa  2 sbdl  take  efiba  when  it  is  passed. 

BtndboUr»sis^tvr^  that  i^»c  apjroval  by  11}  those  awlitcrssffectrd  by  faGx»^x«itjc«  Pbn  (fa^««dCrn£^i  ufarepresm  itaajoriry' m ounfarrfAfia^Qtriaarsaadtwwibinh  by  vta^offaRtsBoctural 
rv*r  ny  hy  rhf  r^m  nf  Hr-  RqTtiMg  nl  lnA>gsri  rhe  r<»nx>skk«i  Ffan  wgl.  ig»kr  Jmiinesnn  bar  faxl  jJ  AtTecicd  CrrtBtcts.  lochuliflg  ibe  BemhOklrT,. 

This  Meeting  heumwoed  ty  fa  Issuee 
Awlai&ittofDocibients 

Copic&  or  fa  Rrmrxtming  Fmcewcrk.  fa  current  drafis  of  fa  Srcsrity  This  Deed  tmd  Cottnncii  Tenm  Apreuiaa.  fa  Nro  Trust  Deal  ond  fa  lenns  and  cooditjaas  of  fa  New  DoCar  Bcub  and  fa  paying  3gt3K 
nfaingtofaNewD<toBoials  nay  beinsp«a{ri.iMdtXipi«offa  vo^camlkate»»Kl(riKyclcctini»^n^em^M  by  Boorgiridas  frornfa  ^woSedofictofwiy  of  fa  Paying  Agag.gj\<abckw» 

os  or  after  I9da,  Aped  1999  and  (with  fa  eKqpdcu  of  fa  voting  csntfxates)  at  fa  Mnttibp  toelt 
Tfa  Exptar*«y  Sitesrenl  rtfai  prowdes  funhff  infcnaauoo  oo  fa  Restruonikig  Framework  tbe  busness  and  Bnunoal  centfiaon  cf  fa  Issues  the  raiiorBile  lar  tbe  Restmcttrirg  Ftamewodc  fa  pracednres  far  excbaqge  of 
msiofaBaidrfcriottiea&bifaNew  DoCar  Basis  and  other  owners  rdevwtt  m fa  Euraonfimay  R&Obekxis  wiD  he  rckased  by  fa  Issuer  on  or  xoand  12dvApril  1999.  Copies  tviB  be  sent  to  fa  Thence,  fa  fiamg 
far  the  Bonds,  fa  Regbnar  and  Transfer  Agent,  the  Pnodpal  Paymg  Ajpatt  aod  ofar  paying  ageots,  Eurocfcar  and  Cedeftank  and  win  abo  be  avadsble  ppoo  nxpea  from  fa  Issna:  at  fa  addles  specified  bdorv 
The  aneutioa  of  BoodhoMers  tspunicufaily  obtwn  a fa  quorum  reqaiietl  for  fa  Meeting  atri  for  an  adjourned  mcm'ogwtBcftssetafl  in  paragraph  Zoffaeguarf^rarawfautoiK 
Tfeosra 

In  accordance  wnb  ret  norma]  practice;  fa  Thuiec  rwfao  bas  not  sem  fa  Explanaory  Scnemcni)  esfresse-,  no  opiniwi  on  fa  mexiEi  of  fa  ynjwzd  anangemeuB  (winch  it  was  not  involved  m negnimmg)  but  bas  aufaened  it 
so  be  stat^  am  h has  uo  abjectua  » fa  EOmordbvy  Resotatkms  being  suhmiaed  to  the  BoodhokJos  for  fair  oooiidcraim). 

POWER  OFACTOaND  TO  ACTTOBBONDBMJffiB 

&>  adtfitfai  so  considering  »!.  iffaugbl  fit,  passing  fa  above  atnieaat  Enunonfiaaiy  Rcanhesons.  Bundbridbs  are  mqueued  to  consider  appomcng  fa  TVusue  tor  its  delegdefs))  as  fair  ammey  to  represent  fam 
■ndreidimpy  in  pywwiqj  dirir  claims  and  watiggin  fa  Owipniitkm  Plan  if  fa  OotnpMiiioti  Plan  is  io  be  imptonewed  sea  tone  when  the  Bfflaunfiuarv  Resohnicns  set  out  in  flus  notice  have  ant  been  pawd  hy  HnndhnhVni.  ft 
is  posoUe  far  fa  Om^oabcti  Plan  mild  be  passed  wifaui  tbe  Enreonfinaiy  BcstfaioDS  ben®  pased  if  n mnjooty  in  ante  of  allAEfocted  C^edKinhtA&ngiwotbmlsoffa'ResmicnaedDebtsoagree. 

Those  BoodWdets  who  ate  prepared  to  coapaae  by  providing  an  epprupdate  power  of  afiorney  should  contact  Bankets  Trustee  Ccanpuny  l .inwd  cm  Ere  (41)  171  982  3372  directly  id  obtain  father  iumedos  tm  fa 
procedures  to  be  Mowed. 

VbUNC  AND  QUOKM 

L * Rnutholdfr  miehirfl  m mread  and  vote  « fa  Meedng  in  ptaaon  naitt  produce  at  fa  Meclfat  either  his  Boudls).  oc  m fa  case  of  Bends  issued  in  beater  form  tlkarsr  Bonds!,  a vafid  votinp  rearifirare  or  vaBri  votn^ 
certificates  issued  by  aftrying  Ago*  iriaiivt  to  fa  Bearer  Bood(s),  m resprxt  d which  he  wishes  Ed  vetc. 

Afakler  of  Bearer  Btnds  not  wishing  to  reread  and  vote  n fa  Meeting  in  person  may  either  deliver  bis  Bearer  Beaks)  w voting  reraficffle(s)  id  Ihe  pasoo  whom  be  uufas  to  atelri  an  Ms  behalf  orn^  require  a PayingAgent 
m T iiwnrrirvi  msancang  a Paymg  Agcat  to  ippcHtt  a proxy  and  at  the  Meeting  in  aaa«iincc  wrih  ta  instm-liott-.  vWmg’iinmicrioa  stail  he  dcpcoiwri  with  a PSyingAfiCM  not  ias 


aba  he  ieqoiBid  hy  faThatee  u>  pnwide  sarisfaewy  proof  of  is  appointment. 

Bereer  Bonds  may  bedepofad  fiar  fa  porfflsc  of  cbtaiang  wting  cenifioaes  or  reqlfollg  a Paying  Agtu  to  banc  a block  voting  manciion  m respea  of  fa  Meeting  re  any  tiore  are  lafaiban  48  hoosheflm  fa  time  fixed  Ibr 
tetfn  faWeedne  lopifaxficnhfc.  my  afiamaea  of  such  Mre»i%)  -wfab  any  Paying  Agent  or  |»  the  satis&ctioo  of  fa  Payig  Agent]  held  lo  its  imfcrornnderffiCtamjlfjyCeddbo^wMixganGoarmyTnistOjo^eny 
crf>frwy«k.  Bredis  Ofl^&Opra^trffa  Eurocfcar  Syaoa  Bonds  so  dcpirifcd  ortekt  wi!  i«  hr  rdcused  limii  faearierof  faoonikswn  of  rbc  Moctiog  (at  i/applixablc,  wy  A^xirnmaaaf  such  Mcrfing)  end  afar 
fac7iwrtiri-r<yf  rawfiogris)  oc  not  k»  fan  48  bags  befae  fa  time  for  whkfa  fa  Mcdmg-nx  if  wvfkablc  any  afaummeoi  of  sod)  Mcaing)  is  coowcned.  ihe  block  voting  mMnatiouitcart^)  istued  in  iqpea 

fareof.  ■ . 

A bahkr  of  Boodt  in  reyycrod  fwm  [Re^Siered  Bomb)  may  by  an  manimeas  in  wriung  in  die  Engird  tsipjoiy:  »good  lv  dm  Bondholder  oc  m fa  case  of  a ccrpmaioR.  ewciDol  untkf  ils  coromon  seal  or  signed  on  iis 
bdudfty  an  aareuey  orit  doty  aoborised  afljour  of  fa  corporation,  appoint,  any  person  as  bis  or  is  proxy  io  Kt  on  Us  or  ie  behalf  m eoiuxctitm  with  fa  Mtxnng.TTic  fam  rf  prosy  is  availabk:  firm  fa  specified  office  of  a 
T^rwfrrApHy  ert  tirW  .«i  miroHe  tiritvnnl  to  sadi  oflke  ncr  fescr  fan  24  hjuts  ix^irvfa  tins:  fixed  frr  fa  Mcdidg.  Any  boiderof  a Rryqstaai  kood  triudr  is  a oxpyatkin  may,  by  iidivctw.ro  fa  ftxxHkd  ufike  of 

TtMSfer  Afpot  set  oat  briow  not  bur  fan  24  bouct  before  fa  rinw  ihed  fa  fa  Meetntg  a rcsohioD  rf  ils  threats  or  ofar  gowning  body  m fa  Engfid)  hogn^ge.  atflhadse  xqi  pos»  to  acr  as  iis  represeewive  in 
CTmecOapwttfaMeeogg. 


Quorum 

i Thetnnm  requiied  re'fa  Meeting  fa  fa  pasafaerffaEfHatwfinreyfewi^  » wo*  mw®  pHWjar^ht^Btmdswwafogtwtifitfastibei^ 

m px  ^ ^ qrewrrre  nf  fa  prirclpgl  aaou«  of  fa  Booth  fa  fa  tone  being  oueaaodiDg.  IC  wifan  15  amnms  from  (be  uae  fixed  for  tbe  Mcaaing  n quamm  foribt  passing  of  fa 


nd  hokfagor 


hgrumnrmrarjMvwapgsertmpg^boitfeBotKhorvcilfaL^itifii^  gbriagpr^Mnqniaeaacvcsa^ 
mwivuw  rJ  ihr  R^ivfa  frir  ihe  limp  bftnp  f«ir»miftr>g. 

Vowc 

3,  Any  questk*  sobuijaed  to  the  Mcaiog  will  be  derided  an  a show  of  hoods  unless  a pu3  is  duly  duunded  by  ihe  OimnaHi  of  fa  Meeting,  fa  Issuet  fa  Titncc  or  by  ooe  iv  more  pawns  pcacm  bokiiog  one  <x  more 

Bcwis  w Wtins  ceniftairs  cr  bciogi«tftcs  or  reprcscDWivo.  aai  areprscotuig  m fa  affiirgaic  cut  fee,  (beo  2 percatt.  ai  pnnripsi  aotMK  of  fa  Soak  fan  aasanding.  Cb  asbw  ofhaods  ewy  pctsxi  wic  - i 

tmswa  in  pasoo  aid  prwty^  0 Scad  or  wxa*  certfante  cr  a a proxy  or  rrpresetnfflvr  fafl  have  one  rtfe  Ol  a poU  rvny  persoo  wtoo  K so  presan  shdl  have  cue  vete  m res$«l  of  cadi  LLS^IXM  so  produced  Or 
rwj**u*j**A  )y  y(v|apdkicad  nr  In  respect  of  trtach  he  is  ajaottv  ta1  rejpcKtoiPxrvc.  Ut  casrttf  erwafity  cf  votes,  on  both  j shout  t)f  bauds  and  h pofl,  ifac  Chcnmn  thnflhaue  ftcasiibiimtc  ip  attftkM~t[ifl)ej 

«at^)  Of  any)  which  be  oey  have  as  a BoafaUs  or  is  ntokfcr  of  a vofagetrifieoeor  as  a pray  or  tqtiCMQMdve. 

4.  Tote  passed,  fa  EattXXtiinaiy  RrsoteiotB  require  an»y^'  mfevourccTisisangtif  not  )&s  ihiinifitecqtaitcrJ  of  ihe  vota  cast.  If  piewai.  fa  Extaonlaiary  Rcsduooris)  wiH  betavftrgapan  *fl  Bar*iiokbrllwfafaror 
uapreSM»ttbe  Meeting,  aal  upon  aflfa  hokta  of  coupons  rdremg  to  fa  Booth  and  wdi  of  them  shall  1*  bound  to  give  cfect  w il  iceretfingly 

Pwnaz&l,  PAHNC  AGJW  ANDTRAT*-fOt  ACENT  PA.VTNC  AGEKTS  iVND  Tbans-ct  Acevts 

Bdoiws  Tfttt  Campnny.  Bankas  T«s(  Conyauy. 

I AppcW  Street  Bankers  TnM  Ltornfaurg  SA. 

Bnadgue,  amt 

Lrakn  EC2A  2HE,  Swiss  Bade  Corporation 

England  do  Bankers  TVum  Company 

Ate  bo  Treowy  33  Old  Bread  Sum 

Phone: +44 171  9822771  LoodcnEC2N  iHZ. 

Fax:  +44171  9825182  Englori 


P.f  Aria  Iraeroatwoil  TM, 

Whma4dr- KotaflNl, 

Jl  Jeod.  Stafinnaakav.  1.  : 

Jakarta  1220.  Indonesia 
Ate  AStn  Debt  Rcstnaaaring  Tfeatn 
Pbone  +tQ21  57 14206/7  w +622 J 5711 5J5  . 

Ftec  +6221 57 1423 W 

enafl:  tan  eaijsinLcaid  oriiue9aKasiia.coid 
Dated  7th  April  1999 

THIS  N0TKS  IS  IMPrarouTT.  IF  BONDWMJJBIS  ARE  IN  ANY  DOUBT  AS  TO  THE  ACTKW  THEY  SHOUIJ)  TAKE  THEY  S1IOULDCOWSU1TTHEIR  STOClvBROKER.lJWYER.ACOWINIANTCMl 
OTHER  PROreSaONALADVKER  WITHOUT  DELAY. 


Registered  and  Transfer  AGENT  fob 

HtawataRMs 

Bankers  TruaGjnqaany 
Four  ASttriy  sum 
New  York  • 

New  York  10015 
V&A. 


!S3Sg» 


Oddly  enough,  you're  killing  them  in  Munich. 
What  you  can’t  give  away  in  one  place  is  flying 
off  the  shelves  in  another.  Enter  something  celled 
e-services.  Picture  this:  Your  products  all  over  the 
country  are  electronically  networked  so  you  can 
adjust  their  prices  on  the  fly.  Up  in  hot  markets. 
Down  in  cold  ones.  Meanwhile,  your  entire  supply 
chain  adjusts  itself  for  you  (you’re  at  home  in  bed, 
so  why  don’t  we  keep  you  there  for  now).  Trucks 
are  mobilized.  Inventory  is  rerouted.  The  laws  of 
supply  and  demand  work  together  with  the  sole 
aim  of  putting  money  in  your  pocket.  By  the  time 
you  go  to  work  tomorrow  the  only  one  dying  is 
your  competition.  Whafs  going  on  here?  Money  is 
being  made.  A lot  of  money  In  ways  we’ve  barely 
imagined  until  now.  Businesses  and  services  are 
using  the  Internet  not  as  an  advertising  vehicle  or 
even  as  a collection  of  web-sites,  but  as  a catalyst 
for  the  sendee-based  economy.  The  next  chapter  of 
the  internet  is  about  to  be  written.  And  it  will  have 
nothing  to  do  with  you  working  the  Web.  Instead,  the 
Internet  will  work  for  you.  www.hp.com/e-services 

The  next  E.  E-services. 

WklM  HEWLETT* 

kIEM  PACKARD 
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WORLD  TRADE 


Clocks  deadline  threatens  ships’  navigational  systems 


By  Charles  Batchelor, 
•Transport  Correspondent 


The  navigational  systems  of 
older  ships  may  tail  at  mid- 
night on  August  21  when 
satellite  clocks  are  reset,  the 
International  Maritime 
Organisation  warned  yester- 
day, 

The  “clock"  which  con- 
trols the  global  positioning 
system  used  by  ships  mas- 
ters to  plot  their  course 


stops  at  midnight  on  the 
night  of  August  21-22  and 
restarts  immediately  from 
zero. 

Just  as  some  computers 
may  not  recognise  dates  in 
the  next  millennium,  some 
of  the  older  GPS  receivers  on 
ships  may  not  recognise  the 
date  after  August  21,  said 
the  IMO,  the  United  Nations 
shipping  agency. 

GPS  is  a positioning  sys- 
tem using  satellites  which 


was  developed  by  the  US  Air 
Force.  The  atomic  clocks  in 
the  satellites  wen?  set  with  a 
base  date  in  January  1980 
and  run  on  1.024-week 
cycles.  On  August  21  the 
clocks  reset  themselves  to 
week  0. 

Equipment  supplied  since 
1994  is  likely  to  be  pre-pro- 
grammed to  deal  with  this 
problem  but  older  receivers, 
navigation  equipment  and 
time-keeping  equipment  may 


experience  problems  when 
the  week  counter  is  reset.  "It 
is  not  clear  how  .serious 
these  problems  will  be."  the 
IMO  warned. 

The  receiver  may  interpret 
the  new  week  0 as  January  8 
1980  and  might  then  stop 
tracking  any  satellite  or  its 
systems  might  not  perform 
accurately. 

Manufacturers  and  ship- 
ping organisations  warned 
that  at  worst  a failure  of 


navigational  equipment 
could  endanger  lives  or  dam- 
age the  financial  health  of 
the  shipping  company. 

But  in  comments  to  the 
UK  parliament's  transport 
select  committee  last 
November.  David  Rowlands, 
a senior  department  of  trans- 
port official,  said  affected 
receivers  "would  not  gener- 
ate false  readings  but  would 
simply  fail." 

John  Joyce,  marine  direc- 


tor at  the  International 
Chamber  of  Shipping,  said 
shipowners  were  being 
advised  to  consult  the  manu- 
facturers of  their  systems  or 
acquire  cheap  handheld  posi- 
tioning devices  to  check 
their  on-board  systems. 

Ships'  captains  were 
advised  not  to  rely  on  any 
single  system  for  obtaining 
their  position.  Many  used 
traditional  methods  such  as 
the  sextant  to  establish  their 


position  and  plot  their 

course.  • . 

Shipowners  should  he 
alert  to  the  GPS  problem  in 
advance  of  the  changeover 
weekend  because  some  ships 
may  have  receivers  with 
clocks  which  are  up  to  a 
week  fast.  Others  may  be  up 
to  a week  slow,  said  Mr 
Joyce. 

Even  when  the  GPS  dead- 
line is  passed,  the  shipping . 
industry  still  has  to  cope 


with  the  year. 2000  problem 
itself.  In  .advice  to  the  ship- 
ping industry,  the  IMO  said 
that  the  chance  of  , finding 
and  fixing  all  year  2000  prob- 
lems was  “small".  Even  if 
shipowners  modified  their 
equipment-  others  in  the 
transport  chain  might  affect 
them.  Contingency  - plans 
should  take  account  of  the 
possibility  of  simultaneous 
failures  of  ships  and  port 
systems. 


Bananas,  beef...  now  peaches 
are  highlighted  in  grocery  ‘war’ 

Gautam  Malkani  reports  on  another  long-running  trade 
dispute  between  the  US  and  the  European  Union 


An  American  peach  farmer  checks  his  crop.  US  exports  of  canned  peaches  have  fatten  in  recent  years 


Pick-up  in  sales 
of  lift  trucks 


Unlike  others  in  the 
canned  peach  industry 
in  northern  California, 
Randy  Fiorini  has  managed 
to  avoid  diverting  land  and 
tractors  to  other  commodi- 
ties such  as  wine  grapes  or 
almonds. 

Many  of  his  fellow  peach 
growers.  locked  in  a bitter 
trade  dispute  with  the  Euro- 
pean Union  for  nearly  IS 
years,  are  no  longer  just  try- 
ing to  salvage  their  export 
market  but  are  now  fighting 
for  shelf  space  in  American 
supermarkets. 

While  the  US  has  vigor- 
ously fought  the  EU  over 
bananas  and  hormone- 
treated  beef,  the  700  Califor- 
nian growers  who  make  up 
most  of  the  US  canned  peach 
industry  are  still  engaged  in 
the  most  protracted  of  trans- 
atlantic trade  disputes. 
Despite  this  the  conflict  has 
a low  profile  in  Washington 
- where  people  are  only  too 
happy  to  volunteer  their 
woes. 

It  was  not  always  this 
calm.  “We  came  to  the  brink 
of  retaliation  two  or  three 
times  over  canned  peaches," 
says  Leonard  Condon,  a for- 
mer US  trade  official  who 
worked  on  the  Issue  during 

the  1980s. 

The  US  argues  that  EU 
subsidies  to  domestic  peach 
canners  are  excessive. 
Impairing  negotiated  trade 
practices  and  helping  the 
Greek  industry  dominate  the 


global  market,  it  goes  back 
to  a successful  1981  chal- 
lenge in  the  General  Agree- 
ment on  Tariffs  and  Trade, 
the  World  Trade  Organisa- 
tion's predecessor. 

The  dispute  was  theoreti- 
cally resolved  in  a 1985 
US-EU  canned  fruit  accord  - 
subsequently  confirmed  by 
the  Uruguay  Round  of  the 
Gatt  - regulating  the  level  of 
support.  Since  then,  not  only 
have  both  sides  disagreed  on 
whether  these  levels  have 
been  adhered  to  and  whether 
money  intended  for  growers 
is  instead  enjoyed  by  can- 
ners through  whom  it  is  fun- 
nelled, but  the  original  dis- 
pute has  fundamentally 
metamorphosised. 

It  now  includes  accusa- 
tions of  fraud  and  the  abuse 
of  the  system  for  disposing 
of  excess  production. 

Mr  Condon  suggests  that 
after  so  long  there  may  be 
an  element  of  trade  dispute 
fatigue.  “Their  resources  are 
limited  in  terms  of  bow 
much  noise  they  can  make, 
how  much  they  can  afford  to 
fly  back  and  forth  to  Wash- 

Canned  peaches  - world  sales 

Average  annual  exports 


ington  or  Brussels  and  get 
their  own  legal  adviser  in 
Washington. 

Their  political  clout  - 
essentia]  for  getting  an  issue 
on  the  frontline  - was  never 
that  large  in  the  first  place. 
Mr  Fiorini,  who  chairs  the 
California  Cling  Peach  Grow- 
ers Advisory  Board,  agrees 
that  compared  with  beef, 
theirs  is  very  localised  pro- 
duction with  strong  support 
concentrated  in  Californian 
members  of  Congress.  And 
while  their  plight  was  last 
year  mentioned  in  resolu- 
tions passed  by  both  the  Sen- 
ate and  the  House  of  Repre- 
sentatives. this  has  not  sold 
more  peaches. 

Other  reasons  why  canned 
peaches  lie  in  the  shadow  of 
bananas  and  beef  are  Intrin- 
sic to  the  complaint  against 
the  EU  itself.  “Maybe  ours  is 
a lot  more  complicated." 
admits  Mr  Fiorini. 

Indeed,  the  banana  and 
beef  disputes  are  couched  in 
terms  of  service  and  distri- 
bution agreements  and 
health,  thereby  avoiding  any 
entanglement  in  the  deli- 


cately balanced  system  of 
EU  agricultural  support. 

But  others  argue  their 
case  is  also  weaker.  Tassos 
Haniotis.  the  EU's  agricul- 
ture councillor  in  Washing- 
ton, claims  the  reason  the 
dispute  has  dragged  on  is 
because  there  is  no  concrete 
case.  According  to  his  inter- 
pretation of  the  accord,  “sub- 
sidy” is  a misnomer.  It  is 
instead  a "refund"  - the 
questionable  distinction 
being  whether  or  not  it 
exceeds  the  difference 
between  the  average  world 
price  and  the  domestic  sup- 
port price  for  growers. 
“There  is  nothing  in  the  cur- 
rent rules  that  says  that 
these  particular  type  of 
refund  are  not  allowed...  Had 
this  been  a subsidy  we 
would  have  been  challenged 
in  the  WTO."  says  Mr  Hani- 
otis. 

While  he  argues  that  in 


1997  EU  reforms  shifted 
more  support  from  canners 
directly  to  growers  and 
capped  the  money  available 
Tor  disposal  of  surpluses,  he 
acknowledges  that  measures 
have  had  to  be  taken  to  com- 
bat fraud  - which  itself  is 
hardly  unique  to  canned 
peaches.  "Fraud  is  a viola- 
tion of  a system,  it's  not  an 
indication  that  a system  is 
wrong."  he  says. 

He  also  highlights  other 
factors  which  hamper  US 
competitiveness  such  as  Cal- 
ifornian competition  for 
water,  a strong  dollar,  and 
overcapacity  in  the  canned 
fruit  industry. 

Indeed,  while  the  US 
counts  the  support  of  Chile. 
Argentina.  South  Africa  and 
Australia,  much  has 
changed  since  the  original 
Section  301  filing  and  favour- 
able Gatt  ruling.  The  USTR 
- which  is  currently  consid- 


ering the  EU's  position  sub- 
mitted last  month  in  infor- 
mal talks  - says  it  is  still 
pursuing  negotiated  solu- 
tions before  considering 
referral  to  a dispute  panel  of 
the  WTO.  Mr  Fiorini  says  he 
is  grateful  that  the  USTR 
has  pursued  bananas  and 
beef  hormones,  “as  much  as 
we'd  like  it  to  be  peaches". 

Nevertheless,  while  he 
insists  it  is  simply  a case  of 
waiting  their  turn,  he  also 
admits  the  prospect  of  tak- 
ing the  conflict  to  the  front- 
line of  the  WTO  now  also 
depends  on  the  fortunes  of 
the  more  prominent  gro- 
ceries. "We  would  love  to  go 
to  the  WTO  but  we  don’t 
know  exactly  what  the  out- 
come would  be  and  until 
beef  and  bananas  success- 
fully make  their  way 
through  and  we  find  the 
results  are  meaningful  we 
are  just  standing  by."  i 


By  Peter  Marsh  In  London 


Sales  of  lift  trucks  in  Europe 
rose  last  year  by  14  per  cent, 
higher  than  might  have  been 
expected  Grom  the  relatively 
weak  state  of  the  continent's 
economy.  The  growth  is 
related  to  efforts  in  much  of 
manufacturing  and  retailing 
to  move  goods  as  rapidly  as 
possible  through  the  distri- 
bution chain  and  cut  down 
on  inventory  bills. 

According  to  Jungbeinrich 
of  Germany.  Europe's  second 
biggest  lift  truck  maker, 

206.000  lift  trucks  were  sold 
In  Europe  last  year,  after 

180.000  in  1997.  The  growth 
followed  a 16  per  cent  year- 
on-year  rise  in  sales  of  the 
machines  in  1997,  compared 
with  the  155.000  sold  in  1996. 

Hans-Peter  Schmohl. 
Jungheinxich’s  chairman, 
said  the  strong  demand  was 
linked  to  the  increasing 
requirements  for  companies 
to  shift  products  “with  the 
maximum  flexibility  and  the 
lowest  costs"  from  their 
warehouses  to  customers' 
premises.  Lift  trucks  - 
annual  sales  of  which  in 
Europe  are  valued  at  about 
$3bn  - form  an  essential 
part  of  this  process. 

According  to  Junghein- 
rich's  figures,  which  include 
some  parts  of  eastern  Europe 
as  well  aa  the  main  west 
European  countries,  roughly 
half  the  lift  trucks  sold  last 
year  in  the  continent  were 
specialist  vehicles  for  mov- 
ing goods  in  warehouses, 
while  the  rest  were  more 
general  purpose  “counterbal- 


ance" trucks  that  mainly  see 
service  In  goods,  yards-  and 
on  factory  floors. 

The  rapid  growth  in  use  of 
the  machines  in  the  past  two 
years  has  confounded  pessi- 
mists In  the  Industry  who 
thought  that  the  muted  eco- 
nomic growth  across  Europe 
might  curb  investment  in. 
this  type  of  equipment  How- 
ever it  appears  that  the  shift 
to  “just  in  time”  deliveries' 
and  the  consequent  need  for 
relatively  low-cost  handling 
systems  has  given  a spur  to- 
tbe  main  lift-truck  compa- 
nies operating  in  Europe. 
The  biggest  of  these  is  Linde, 
also  of  Germany,- with  an 
estimated  38  per  cent  of  the 
market,  while  Jungheinrich 
is  thought  to  have  accounted 
for  just  under  a quarter  of 
last  year's  total  sales  -of  the 
machines  in  Europe. 

Other  big  companies  sell- 
ing lift  trucks  in  the  conti- 
nent include  Nacco  of  the  US 
and.  Toyota  of  Japan.  - - 

According  to  Mr  Schmohl, 
growth  in  sales  of  the 
machines  is  likely  to  fall  this . 
year,  to  only  about  2 per 
cent  in  units,  with  the  mar- 
ket becoming  more  competi- 
tive. Industry  specialists  say 
that  after  such  rapid  growth 
since  1996,  customers  for  lift 
trucks  are  likely  to  take  a 
breather.  Also,  signs  of  a 
slowing  economy  in  Ger- 
many - which  buys  one  In 
every  four  lift  trucks  sold  in 
the  continent  - are  likely  to 
peg  back  sales  in  this  coun- 
try after  two  years  of  strong 
growth. 
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AUCTION  NOTICE 
UK  GOVERNMENT  EURO 
TREASURY  BILLS  AND 
BANK  OF  ENGLAND 
EURO  BILLS 
For  auction  on  13  April  1999 

t.  The  Bank  of  England  announces  the  issue  by  Her  Majesty's! 
Treasury  of  €700  million  nominal  of  UK  Government  Euro  Treasury] 
Bills  and  the  issue  by  the  Bank  ol  England  of  €300  million  nominal  off 
Bank  ol  England  Euro  Bills,  for  auction  on  a bid-yield  basis 
Tuesday,  13  April  1999.  An  additional  €50  million  nominal  of  Bank  of| 
England  Euro  Bills  win  be  allotted  directly  to  the  Bank  of  England. 

2.  The  Bills  to  be  issued  by  auction  will  be  daled  IS  April  1999  and 
wrU  be  in  the  iolkmfng  malunUes: 

€200  million  of  UK  Government  Euro  Treasury  Bills  for  maturity] 
on  13  May  1999, 

€500  million  of  UK  Government  Euro  Treasury  Bills  for  maturity! 
on  15  July  1999  and 

€300  million  of  Bank  of  England  Euro  Bills  for  maturity  on 
14  October  1999. 

The  auction  will  be  open  lo  anyone  who  wishes  to  apply.  All 
applications  must  be  made  on  the  printed  application  forms  available 
on  request  from  the  Bank  of  England  or,  in  the  case  of  the  market 
makers  listed  in  foe  UK  Government  Euro  Treasury  Bill  Information 
Memorandum  (as  supplemented)  and  the  Bank  ot  England  Euro  Bid] 
Information  Memorandum,  by  lelephone.  Completed  application  forms 
must  be  lodged,  by  hand,  at  the  Bonk  of  England.  Customer  Settlemenl, 
Services.  Threadneedle  Street,  London  not  latBr  than  n.00  a.m 
London  lime,  on  Tuesday,  13  April  1599.  Payment  Tor  Bite  adotted  will 
be  due  on  Thursday.  1 5 April  iggg. 

4.  Each  application  at  each  yield  lor  each  maturity  must  be  made  on 
a separate  application  form  for  a minimum  of  €500,000  nominal 
Applications  above  this  minimum  must  be  In  multiples  of  €100,000 
nominal. 

5-  Applications  must  be  made  on  a yield  basis  (calculated  on  the 
basis  of  the  actual  number  of  days  to  maturity  and  a year  of  360  days) 
rounded  to  three  decimal  places.  Each  application  (wm  must  state  foe 
maturity  date  of  the  Bills  (or  which  application  is  made,  the  yield  bid 
and  the  amount  applied  for. 

6-  Notification  will  be  despatched  on  the  day  of  the  auction  to. 
applicants  whose  applications  have  been  accepted  in  whole  or  in  part 
For  applicants  who  have  requested  credit  at  Blits  In  global  form  to  their! 
account  with  Eurocloar  or  Cedelbank,  Bills  will  be  credited  In  the) 
relevant  systems  against  payment.  Definitive  UK  Government  Euro 
Treasury  Bills  will  be  available  in  amounts  of  €10.000,  €100,000. 
€1,000.000  and  €10,000,000  nominal.  Bank  ot  England  Euro  BflJs  will 
not  be  available  m definitive  form.  For  applicants  who  have  requested1 
definitive  UK  Government  Euro  Treasury  Bills.  Bills  wHJ  be  available  for] 
collection  at  Customer  Settlement  Services.  Bank  ol  England  alter  1.30 
p.m.  on  Thursday,  15  April  1999  provided  cleared  funds  have  been 
credited  to  the  Bank  of  England's  Euro  Treasury  Blits  Account  No. 
59005516  with  Lloyds  Bank  Ptc,  Bank  Relations,  St  George's  House, 

PO  Box  787.  6-6  Easi cheap,  London  EC3M  ILL. 

. . Her  Majesty's  Treasury  and  the  Bank  ol  England  reserve  the  ughl  to 
reject  any  or  part  of  any  application 

The  arrangements  for  the  auction  are  sot  out  in  more  detail  m the 
Information  Memorandum  on  the  UK  Government  Eure  Treasury  Bwj 
programme  issued  by  the  Bank  of  England  on  bohalf  ol  Her  Majesty's 
Treasury  on  7 July  1998.  tn  supplements,  to  the  UK  Govemmont  Euro 
Treasury  Blit  information  Memorandum,  and  in  the  Information 
Memorandum  on  the  Bank  of  England  Euro  Bill  programme  Issued  byi 
foe  Bank  ot  England  on  G April  1999  AH  appfcaucns  will  be  subject  to 
the  provisions  of  the  Information  Memoranda  (as  suppkrmonted)  and  to 
the  provisions  of  this  notice. 

The  €50  million  or  Bonk  of  England  Euro  Bills  to  be  aHottod| 
directly  lo  foe  Bank  ol  England  will  bo  for  maturity  on  14  October  1999. 
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FINANCIAL  TIMES 


BRITAIN 


PARLIAMENTARY  ELECTIONS  NATIONALISTS  PROPOSE  $190M  PACKAGE  TO  WIN  OVER  THOSE  ALIENATED  BY JTART^AX^ 

Business  pledge  opens  Scots  campaign 


By  Brian  Groom,  Aodraw  Parker 
and  James  Buxton  in  EdWmrjjti 

The  Scottish  National  party 
will  try  to  win  over  business 
people  - many  of  whom 
have  been  alienated  by  its 
“tartan  tax"  policy  - by 
unveiling'  proposals  this 
week  Tor  a £ll7.75m  (Sl90m) 
package  over  three  years  to 
help  small  businesses. 

But  Donald  Dewar,  the 
chief  minister  for  Scotland 
in  the  UK  Labour  govern- 
ment. will  underline 
Labour's  business-friendly 

Optimism  ; 
rises  in 
many 
companies 

By  Christopher  Adams, 

Economics  Staff 

Further  evidence  has 
emerged  of  a rebound  in  UK 
business  confidence,  easing 
(bars  that  the  economy  will 
suffer  a severe  downturn. 

In  one  of  the  most  upbeat 
economic  surveys  to  be  pub- 
lished in  recent  weeks,  the 
Confederation  of  British 
Industry,  the  principal  UK 
employers'  organisation, 
reported  that  optimism 
among  companies  operating 
in  the  consumer,  business 

and  professional  service  sec- 
tors has  recovered  strongly. 

The  quarterly  survey, 
released  yesterday,  showed  a 
big  jump  in  confidence 
between  November  and 
March,  with  almost  40  per 
cent  of  firms  in  the  hotels, 
catering  and  travel  indus- 
tries expecting  conditions  to 
improve  in  coming  months 

Accountants.  Lawyers  and 
IT  specialists  were  also 
upbeat  about  their  immedi- 
ate prospects,  though  the 
rebound  in  business  services 
was  not  as  pronounced  as  in 
the  consumer  sector  The 
recovery  follows  successive 
interest  rate  cuts  and 
reflects  continuing  growth 
in  the  value  of  business  over 
three  months.  Employment 
has  also  grown  strongly. 


credentials  today  when  he 
announces  an  inward  invest- 
ment hr  JP  Morgan,  the  US 
bank,  creating  300  jobs  for 
software  engineers  near 
Glasgow. 

The  battle  over  policies  for 
investment  is  becoming  a 
key  issue  in  the  May  6 elec- 
tion for  the  Scottish  parlia- 
ment. Formal  campaigning 
began  yesterday  with 
Labour  warning  that  a vote 
for  the  SNP  would  lead  to 
divorce  from  the  UK.  higher 
taxes  and  fewer  jobs. 

A Labour  official  said:  “JP 


Morgan  certainly  sign  up  to 
the  fact  Scotland  is  part  of 
the  UK  and  part  of  Europe. 
As  long  as  it  remains  like 
that  we  will  remain  a key 
inward  investment  pros- 
pect." 

The  SNP  was  criticised  by 
business  leaders  last  month 
when  it  unveiled  plans  to 
maintain  the  basic  rate  of 
income  tax  at  23  per  cent 
next  year  when  it  is  cut  to  22 
per  cent  elsewhere  in  the 
UK.  There  was  particular 
concern  about  unincorpor- 
ated businesses,  largely  sole 


traders  or  partnerships, 
which  pay  income  tax  rather 
than  corporation  tax. 

The  party  will  announce 
the  package  as  part  of  its 
manifesto  tomorrow  About 
£30m  a year  would  go 
towards  reducing  the  busi- 
ness rates  burden,  at  least 
half  of  it  to  cut  rates  for  the 
50,000  smallest  businesses  by 
£300  a year.  It  also  proposes 
£9m  over  three  years  for 
rural  businesses  hit  by 
higher  fuel  costs,  £l5m  for  a 
business  innovation  fund, 
and  £3.75m  to  ease  the 


administrative  costs  of  tax 
and  national  Insurance. 

The  Federation  of  Small 
Businesses  last  night  wel- 
comed the  plan,  even  though 
it  fell  short  of  the  E50m  a 
year  it  was  seeking.  The 
cash  would  come  from 
money  saved  from  the  UK 
government's  budget  for 
Scotland. 

Ales  Saimond,  the  SNP 
leader,  launched  his  cam- 
paign yesterday  insisting 
that  the  1%  on  tax  to  fund 
extra  spending  on  health, 
housing  and  education 


would  be  the  “defining 
issue”  of  the  campaign.  He 
played  down  the  party's  plan 
for  a referendum  on  indepen- 
dence, putting  it  last  on  a 
postcard  containing  10  cam- 
paign pledges.  Mr  Dewar 
accused  the  SNP  of  “trying 
to  hide  its  central  purpose”. 
Jim  Wallace,  the  Liberal 
Democrat  leader,  said  bis  ^ 
party  was  prepared  to  put  lp 
on  tax  to  fund  higher  educa-  I 
tlon  spending,  but  it  might  | 
not  be  necessary  if  “some 
slack"  could  be  found  In  the 
Scottish  budget. 


Post  Office  arms  itself  for  global  market  battle 


State-owned  organisation  to  escape  years 
of  commercial  restriction,  Alan  Pike  writes 


The  Post  Office  will  this 
month  form  an  interna- 
tional division  to  do  bat- 
tle with  global  competitors 
after  “seven  wasted  years”. 
That  is  bow  John  Roberts, 
its  chief  executive,  describes 
the  period  - most  of  the 
1990s  - in  which  the  man- 
agement of  the  state-owned 
Post  Office  pleaded  with 
ministers  for  more  commer- 
cial freedom. 

Post  Office  managers  - 
hampered  by  public  sector 
investment  restrictions  and 
a requirement  to  return 
most  profits  to  the  govern- 
ment - feel  they  have  been 
reduced  to  a spectator  role 
in  the  rapid  restructuring  of 
European  post  and  distribu- 
tion markets. 

German  Parcel,  Germany's 
third  largest  private  carrier 
that  In  January  became  the 
UK  Post  Office’s  first  big 
overseas  acquisition,  was 
formed  with  a single  van 
just  10  years  ago.  Now  it 
handles  nearly  100m  items  a 
year  and  has  annual  sales  of 
£250m  (i4G2-5m)-  Its  techni- 
cal facilities  are  the  envy  of 
its  new  owner. 

While  German  Parcel  was 
growing,  says  Mr  Roberts, 
the  Post  Office  was  not 
allowed  to  develop  Parcel- 
force,  its  own  parcels  opera- 
tion, because  the  UK  govern- 
ment regarded  money  spent 
on  it  as  nugatory  invest- 
ment. 


Approval  to  purchase  Ger- 
man Parcel  was  the  first 
demonstration  of  the  govern- 
ment ’s  promise  to  ease 
restrictions  on  the  Post 
Office.  The  ministerial  strat- 
egy for  freeing  the  corpora- 
tion while  retaining  its  pub- 
lic sector  status  will  be 
outlined  in  a white  [policy] 
paper  in  a month.  “We  need 
a Lot  or  detail  on  issues 
including  borrowing,  invest- 
ment and  regulation,"  says 
Mr  Roberts. 

He  predicts  a future  in 
which  Europe  will  be  domi- 
nated by  as  few  as  four  - 
perhaps  three  - big 
operations.  The  UK  Post 
Office,  along  with  those  of 
the  Netherlands.  France  and 
Germany  are  the  market 
leaders  but  may  not  remain 
so. 

The  Netherlands  post 
office  three  years  ago 
acquired  TNT.  the  Austra- 
lian distribution  group,  set- 
ting a possible  trend  for 
dominant  organisations  to 
form  similar  public-private 
sector  amalgamations,  or 
even  crossborder  mergers 
between  state  post  offices. 

Mr  Roberts  envisages 
postal  and  distribution 
groups  coming  together  to 
offer  global  networks  along 
similar  lines  to  British  Air- 
ways’ one  world  alliance 
with  overseas  airlines. 
Smaller  national  post  offices 
would  agree  partnership 


fig 


! ! 


As  German  Parcel  grew,  says  John  Roberts,  the  Post  Office  was  not  allowed  to  develop  Parcdtorce 


deals  with  main  operators. 
The  importance  of  the  Ger- 
man Parcel  acquisition  is 
that  it  gives  the  UK  Post 
Office  immediate  access  to  a 
distribution  network 
throughout  Europe.  German 
Parcel  bolds  23  per  cent  of 
shares  in  General  Parcel,  an 
international  operation  serv- 
ing 30  countries. 

Competition  for  acquisi- 
tions is  intense  in  the  Euro- 
pean market.  Post  Office 
managers  have  refused  to 


divulge  how  mucb  they  paid 
for  German  Parcel,  though 
there  has  been  speculation 
that  it  was  about  £300m. 

By  2003,  further  liberalisa- 
tion of  EU  postal  markets 
will  intensify  cross-border 
competition.  One  potential 
approach  to  the  next  phase  - 
deregulating  specific  catego- 
ries of  material,  such  as 
direct  mail  - is  unpopular 
with  national  postal  admin- 
istrations. They  would  prefer 
a straightforward  reduction 


in  the  existing  weight  and 
price  monopolies. 

“We  could  not  stay  within 
the  UK's  boundaries  and 
bide  from  the  way  world 
postal  services  are  reshap- 
ing, even  if  we  wanted  to." 
says  Mr  Roberts. 

"Overseas  competitors 
would  simply  eat  away  at 
our  market  and  undermine 
the  basis  for  maintaining  the 
universal,  single-price 
monopoly.  We  have  no 
choice  but  to  compete"  . 


IT  SEEMS  LIKE 
EVERY  FAMOUS 
HIGH  TECH  COMPANY 
HAS  STARTED 
OUT  IN  A GARAGE. 

OURS  HAPPENS  TO  PARK 
24,983  CARS. 


Siemens  Semiconductors  has  changed  its  name 


Island  to  reject 
part  of  offshore 
financial  report 


By  Glay  Harris  ki  London 
and  PWfip  Jeune  in  Jersey 

The  Isle  of  Man,  the  UK 
dependency  off  the 
north-west  coast  of  England, 
does  not  plan  to  follow  all 
the  recommendations  of  last 
year's  UK  government 
review  of  offshore  financial 
regulation. 

The  island's  council  of 
ministers  yesterday 
described  its  response  to  the 
report,  by  Andrew  Edwards, 
a former  Treasury  official,  as 
“positive  but  not  slavish". 
John  Cashen,  chief  financial 
officer,  said:  "Where  we  are 
saying  'no',  they  are  not 
major  disagreements.” 

Mr  Edwards  generally 
endorsed  the  arrangements 
for  financial  regulation  in 
the  Crown  Dependencies, 
which  include  the  Channel 
Islands  of  Jersey  and  Guern- 
sey between  England  and 
France,  as  well  as  the  Isle  of 
Man.  But  he  made  a number 
of  recommendations  for 
changes  on  each  of  the  three 
islands. 

The  Isle  of  Man  govern- 
ment is  the  first  to  respond 
formally.  It  proposed  an 
immediate  moratorium  on 
the  creation  of  a class  of 
non-resident  companies, 
which  had  been  criticised  by 
Mr  Edwards  as  “attractive 
vehicles  for  evasion  of  taxes 
In  other  Jurisdictions'*. 

The  island  would  regulate 


corporate  service  providers 
and  transfer  regulation  of 
companies  from  the  General 
Registry  to  the  Financial 
Services  Commission. 

It  said  it  would  establish 
an  ombudsman  facility,  and 
signalled  its  willingness  to 
amend  a double  taxation 
agreement  with  the  UK.  , 

But  the  island  did  not  plan  , 
to  merge  the  FSC  and 
Insurance  and  Pensions 
Authority  into  a single  regu- 
latory body.  It  also  said 
members  or  Tynwald,  the 
island '5  parliament,  would 
continue  to  act  as  non-execu- 
tive chairmen  of  the  two 
agencies. 

It  also  rebuffed  Mr 
Edwards's  rail  for  changes 
to  local  law  and  practice 
relating  to  trusts. 

Tynwald  is  to  consider  the 
report  on  April  20,  in  lime  to 
deliver  an  official  response 
before  the  next  scheduled 
meeting  in  May  between  a 
UK  government  minister 
and  representatives  of  the 
three  islands. 

Jersey  and  Guernsey 
authorities  are  cooperating 
closely  on  their  response  to 
the  Edwards  review.  Richard 
Pratt,  director-general  of  Jer- 
sey's Financial  Services 
Commission,  said  yesterday: 
“We've  agreed  a ‘no  sur- 
prises' policy  so  that  we 
each  have  a clear  idea  of 
what's  going  on  in  each 
island.” 
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MERGERS  AND  ACOUlSfflpNS  y .v- : 

Companies  ‘lag  behind 

non-UK  counteiparts’  i 

! 1 

tions  in  Europe,  according  to  a study  by  Cfo»  Brotoqta, 

Corporate  Finance,  a corporate  advisoiy  bouse-.  ^ , ......  S 

John  Llewellyn  Lloyd,  chief  executive  of  Ctose  Brothers,  * v,  . 
said:  “UK  companies  still  seem  strangely  reluctant  to  take-  - . I 
firm  steps  on  to  the  continent  In  toe  mewifime,-1heir  cwn-  - . , ; 
Debtors  in  the  US  and  Europe  are  moving  qotcWy  fqrawfy ; ; ;. 
to  establish  solid  bridgeheads  In  what  is  nowrthe  woritfs^g ; 
second  largest  market”  ’ -Jr'  - ?"-*. 

In  the  past  three  years,  the  total  value  of.  cross-botdar  . . .g 
merger  and  acquisition  activity  hi  Eirope  has  more  ffian i 
doubted  to  E321.6bn($517.8bn).  But.t^^ue  pf  agi^;,  - ■ ■ 

tions  by  UK  companies  on  the  continent  has  taitey from * ’ 
E6.1  bn  in  1 996  to  E5.3bn  In  1 998.  The  figures  axefoefe  test  - - * 

year's  £20.9bn  Astra/Zeneca  deal.  The  study  shows  that  • 
two  out  of  every  five  acquisitions  in  Europe  are  now  bang  . ' 
made  by  overseas  companies,  and  nearly  half of  the  total  i 

value  of  European  M&A  activity  involves  a cross-border ". 
deal.  The  value  of  acquisitions  by  European  companies  • s 

into  the  UK  has  tripled.  Sathnam  Sanghera,  London;  v . , 

KOSOVO  CAMPAIGN ' ",  : 

Assurance  on  tax  burden  j 

Gordon  Brown,  chancellor  of  the  exchequer,  dismissed  : 

fears  yesterday  that  the  public  finances  could  be  staetahed . 
by  the  costs  of  a prolonged  campaign  in  Kosovo  and: -K 1 > 
repeated  his  assurance  that  the  tax  burden  would  fainted  _ • : 
year.  Although  the  government's  contingency  reserve  for  - ' 
next  year  is  only  £2.5bn  ($4bn),  Mr  Brown  indicated  it  was;  _ 
sufficient  to  cope  with  the  costs  of  the  campaign  ffi  Ko$- 
ovo.  , ‘ ■ 

“ft  is  a matter  of  burden  sharing  between  the  affiesrbcit 
our  prudence  over  the  last  two  years,  since  we  cameJn  ‘ . 
government,  of  cutting  the  deficit,  allows  us  to  plan  for,  • - . 

contingencies  such  as  this.”  David  Wighton,  London  £ || 

RAIL  NETWORK  ’ __  ' ;v;V  ' 

Franchising  director  named  ; ' ; > 

Mike  Grant  a former  financial  controller  at  Eurotunnel, 
operatorof  the  Channel  tunnel  between  France,  and 
England,  Is  expected  to  be  confirmed  today  as  franchising 
director  charged  with  steering  the  crucial  renegotiation  of 
rail  franchises  with  train  operating  companies.  Mr. Grant  Is 
a former  colleague  of  Sir  Alastair  Morton,  previously  co- 
chairman  of  Eurotunnel  and  now  chairman  of  the  strategic 
rail  authority.  Charles  Batchelor,  London 

MOBILE  PHONE  SUBS^IFTtONS  : ■ fr 

Four  operators’  shares  surge 

Shares  in  the  UK’s  four  mobile-phone  operators  surged  In  . ' 

London  yesterday  on  news  of  better  than  anticipated  sub- 
scriber numbers  for  the  January  to  March  quarter.  Tradi- 
tionally a quiet  period  for  the  cellular  industry  following  the 
Christmas  boom,  the  operators  added  collectively  almost 
2m  net  new  customers  in  the  period,  only  slightly  less  than 
toe  2.54m  put  on  in  toe  preceding  three  months.  The  total  ' 
for  the  UK  is  now  almost  15m,  indicating  that  roughly  one. 
in  four  British  citizens  now  owns  a mobile  phone. 

Vodafone  consolidated  its  tead  in  the  UK  market  adding 
a net  700,000  subscribers  In  the  quarter,  bringing  Its  total 
to  5.57m.  Us  shares  rose  to  £12.07  from  £11.82  yesterday.  . 
Celfnet  exceeded  analysts  expectations  adding  a net 

479.000  in  the  quarter  bringing  its  total  to  4.52m.  Shares  i 

in  British  Telecommunications  which  has  a majority  stake 

In  Cellnet  rose  to  £10.89  from  £10.28.  Orange  added  I 

370.000  net  new  subscribers  in  the  quarter  for  a total  of  . . Ml  \ \ 

2.53m.  Its  shares  rose  to  £3.26%  from  £8.94.  • - - 1 1 

One-2-One,  whose  owners,  Cable  and  Wireless  and  US 
West,  put  the  company  up  for  sale  last  month,  saw  , 

329.000  net  new  subscribers  join  in  the  quarter  giving  a 
total  of  2.53m.  Alan  Cane,  London 


TEACHERS’  PAY  PROPOSALS 

Government  softens  stance 
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The  government  signalled  its 

ftASTCtaJ  eaA/HWV  readiness  yesterday  to  back 
an  h MLrrr  DC  over  radical  proposals 

{•ftV  WONT  1st  to  force  schoolteachers  to 

A=E accept  a tough  new  con- 
rtrwfcr,  a,  . ^ _ J tract  in  return  for  higher 
pay.  Classroom  teachers 
\[~Z.  | were  warned  in  January 

S . -Q?  I that.  In  order  to  receive  a 10 

K \ 8 per  cent  pay  rise  worth  up 

to  £2,000  ($3,220),  teachers 
\ )Elz^w=*%-  wouW  “have  to  make  a fuller 
\ ■“  professional  contribution  to 

VIPllBW teaching  and  teaming  at  the 

school".  Estelle  Morris,  edu- 
IfM"  ^ cat’on  minister,  told  toe 
& NASUWT  teachers'  union 
that  good  teachers  would 
^ jEMfgj  be  ■rewarded  for  the  extra 

effort  they  are  already  put- 
ting rnfo  the  job"  under  the 
rtew  pay  structure  planned  for  next  year.  The  unexpected 
move,  softening  the  government's  hardline  stance,  marked 
a new  condfiatory  approach  after  a hostile  reaction  by  the 
larger  and  more  militant  National  Union  of  Teachers  last 
week. 

in  an  allied  concession,  Ms  Morris  postponed  the  full 
introduction  of  a new  appraisal  system  - seen  as  a key 
plank  of  the  planned  performance- related  pay  structure  - 
until  next  year.  Together,  the  concessions  underline  minis- 
terial anxiety  about  taking  on  the  teaching  profession, 
which  fs  promising  Industrial  action  if  the  government  does 
not  rethink  rts  wider  plan  for  reforming  teachers'  pay  and 
conditions  of  service.  Simon  Targett,  Eastbourne 
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BSkyB  offers  assurance  on  soccer  bid 


2977 


Siemens  Semiconductors  has  changed  its  name.  What  does  that  mean?  It  means  more  great 
things  are  coming  ham  the  world's  fastest  growing  semiconductor  company.  Increased  customer  focus. 
More  ground-brea ic mg,  leading  edge  technology.  And  more  clients  winning  in  their  markets. 

Not  some  time  tomorrow  or  next  week.  Exit  today.  And  one  new  company  will  be  at  the  heart  of  it  all: 
Infineon  Technologies.  WWW.INFINEON.COM 


By  David  Wighton 
and  Cathy  Newman 

BSkyB,  the  satellite 
broadcaster  owned  in  part 
by  Rupert  Murdoch’s  media 
empire,  bos  offered  to 
exclude  the  Manchester 
United  soccer  club  from 
negotiations  on  Premier 
League  television  rights  in 
an  attempt  to  persuade  the 
government  to  allow  its  pro- 
posed takeover  of  the  club. 

BSkyB  has  written  to  Step- 
hen Byers,  chief  Industry 
minister,  saying  it  would 
abide  by  conditions  to  pre- 
vent it  gaining  access  to  con- 
fidential information  about 
rival  bids  for  broadcasting 


rights.  The  company  has 
also  given  assurances  that 
Manchester  United  would 
not  initiate  any  break  away 
from  the  Premier  League. 
The  ietLor  reinforces  argu- 
ments BSkyB  made  to  the 
Monopolies  and  Mergers 
Commission,  whose  report 
on  the  takeover  w:is  deliv- 
ered to  Mr  Byers  three 
weeks  ago. 

There  was  speculation  yes- 
terday that  Mr  Byers  might 
announce  his  conclusions 
before  tbo  House  of  Com- 
mons returns  from  its  Easter 
recess  on  Tuesday. 

BSkyB  wrote  to  Mr  Byers 
following  recent  reports  that 
ministers  were  concerned 


about  the  enforceability  of 
any  conditions  imposed  on 
BSkyB  regarding  transfer  or 
information.  BSkyB  is 
understood  to  have  insisted 
in  Its  discussions  with  the 
MMC-  that  there  is  no  risk  of 
Information  leaking  under 
the  current  Premier  League 
procedures.  It  pointed  out 
rival  television  bids  are  con- 
sidered by  a committee  of 
league  officials  and  then  put 
to  a closed  meeting  of  club 
chairmen  which  continues 
until  a decision  is  reached. 

Although  BSkyB  claimed 
the  rules  prevented  U gain- 
ing any  privileged  informa- 
tion It  said  it  would  agree  to 
the  club  being  excluded  from 


the  meeting.  Its  one  caveat 
was  that  any  other  clubs 
owned  by  television  compa- 
nies would  be  excluded  and 
that  if  there  were  more  than 
three  such  clubs  the  offer 
would  be  withdrawn. 

Mike  Hilton,  an  analyst  at 
Dresdner  Klein  wort  Benson, 
said  “Chinese  walls”  com- 
monly used  In  investment 
banks  could  be  put  in  place 
between  the  club  and 
BSkyB.  The  Independent 
Television  Commission,  the 
industry  regulator,  has 
argued  that  the  manage* 
ments  of  soccer  clubs  are  not 
strong  enough  to  abide  by 
any  conditions  attached  to 
the  deal 
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At  the  English  National  “! 
Opera,  David  Leveaux  has  n 
revived  bis  1996  production  li 
of  Richard  Strauss’s  Salome,  n 
It  is  Car  and  away  tbe  least  n 
“decadent"  account  of  the  d 
piece  that  I have  seen,  or  b 
indeed  heard  - at  least  with  s 
this  mostly  new  cast;  and  in  c 
any  case,  Leveaux’s  chaste  ( 
basic  staging  gives  no  house- 
room  to  the  usual  excesses.  t 
It  is  a relief,  certainly,  not  1 
to  have  Salome’s  Anal,  disas-  1 
trous  monologue  tricked  out  i 
with  a pre-rebearsed  troupe 
of  campy  mimes  and  danc-  , 
ers.  Here  Herod's  court  is 
merely  enjoying  a decorous 
soiree.  Not  only  is  John  Gra- 
ham-Hall’s sober,  incisively 
simg  Herod  stripped  of  his 
usual  archness  and  neurotic 
extravagance  (though  they 
are  in  Wilde’s  original  text 
and  Strauss’s  music),  but 
Elizabeth  Vaughan's  deli- 
ciously crisp  Herodias  - 
nothing  like  Astrid  Vamay’s 
bibulous  monster,  or  Anja 
Silja’s  haughty  witch  - has  a 
disarming  touch  of  the 
Queen  Mums. 

Nor  has  the  designer  Vicki 
Mortimer  taken  the  usual 
visual  cues  from  Gustave 
Moreau  and  Klimt.  Her  set  is 
just  a comer  of  some  crumb- 
ling fortress,  good  enough 
for  many  an  act  in  middle- 
period  Verdi  operas.  It  does 
have  inbuilt  log  "steps",  and 
a metal  ladder,  too,  upon 
wTiich  people  constantly, 
precariously  climb  up  and 
down  (some  more  nervous 
than  others)  to  no  evident 
purpose;  but  it  does  not  sug- 
gest a society  foundering 
amid  sexy,  illicit  flames. 

Even  Vivian  Henley’s  Sal- 
ome performs  half  her 


“Dance  of  the  Seven  Veils" 
high  on  those  steps  in  a 
gym-slip  (with  long  panels 
fore  and  aft,  but  no  veils). 
That  is  perhaps  the  due:  Ear 
from  Oscar  Wilde’s  original, 
over-excited  conception  - 
“Her  lust  must  needs  be  infi- 
nite . . . perversity  without 
limits”  - this  Salome  is  a 
nice,  sturdy  young  woman, 
neither  sulky  nor  sly,  who 
dislikes  her  stepfather  Herod 
but  is  suddenly  and 
strangely  captivated  by  bis 
captive  prophet  “Jokanaan" 
(John  the  Baptist). 

That  is  how  Tierney  sings 
and  plays  ben  with  a beauti- 
fully dean,  sustained  vocal 
line,  innocent  of  riper  sug- 
gestions, and  the  fresh  open 


The  brilliantly 
skittery  musical 
allure  is 

underplayed,  and 
we  rather  miss  it 


{ace  and  gym-going  figure  of 
a girl  born  to  a pleasant, 
health-conscious  life.  And  if 
I read  Wayne  McGregor's 
choreography  for  her 
“Dance"  right,  it  is  meant  to 
suggest  relived  memories  of 
(step)child  abuse.  Aaah,  so 
that  was  the  problem! 

That  it  was  a Severe  Prob- 
lem is  emphasised  here  by 
Jokanaan's  severed  head, 
unnaturally  naturalistic  and 
gory,  soaking  through  Sal- 
ome's dress  while  she  sings 
to  it  before  die  snogs  ft  - 
and  all  brightly  nt,  not  to 
the  customary  decent  shad- 
ows. (For  the  first  Covent 
Garden  performances  of  Sal- 
' ome.  Lord  Chamberlain  for- 
bade the  head  to  be  seen  at 
alL)  The  grossness  of  the  act 
rnakps  ns  *htnk:  TtdS  IS  TlOt , 


NEW  YORK  OPERA  SUSANNAH 

Resurrection 

at  the  Met 


Vivian  Ttemey  as  Salome  with  Jokanaan’s  severeo 


thank  God.  a real  severed 
head,  but  a latex  Jake,  and 
Tierney  is  faking  making 
tone  to  it  At  that  moment, 
should  that  be  what  it  makes 
ns  think? 

Matthew  Best  invested 
Jokanaan  with  sonorous  fer- 
vour while  recuperating 
from  a heavy  cold  (we  lost 


many  of  his  words).  Mark  Le 
Brocq’s  lovelorn  tenor  Nar- 
raboth  is  virile  and  upstand- 
ing, the  two  Christ-wise  Naz- 
arenes  warmly  delivered  by 
Mark  Beesley  and  David 
Rempster.  the  five  disputa- 
tious Jewish  scholiasts 
impersonated  with  Bair. 

The  conductor  is  David 


and  gory 

Atherton:  efficient  as 

always,  but  not  imagina- 
tively attuned  to  this  score  - 
which  was  most  deliberately 
composed  to  reproduce  the 
contemporary  shocks  of 
Wflde’s  text,  amid  incessant 
chromatic  flickering  and 
autri  orchestral  effects. 
Though  Atherton  locates  the 


musical  nodes  fairly  enough, 
he  normalises  it  an  to  his 
plain  British  way.  The  bril- 
liantly skittery  musical 
allure  is  underplayed,  and 
we  rather  miss  it. 


Further  performances  at  the 
END  tonight,  April  10  (early 
start  at  &30).  16  and  2a 


Forty-four  years  ago,  Ba 
Carlisle  Floyd,  an  obscure  ad 
young  professor  at  Florida  Su 
State  University,  supervised  thi 
the  first  production  of  his  U1 
third  opera,  Susannah,  a ch 
retelling  of  the  biblical  story,  vo 

transported  to  the  isolated  1 
mountains  of  Tennessee.  The  tic 

opera  was  an  immediate  sue-  te 
cess,  and  has  been  produced  is 
hundreds  of  times  elsewhere  in 
in  the  US  and  also  abroad  FI 
(Lyons,  Vienna,  Berlin),  a 
Floyd  went  on  to  write  other  h; 
successful  operas  - his  Of  w 
Mice  and  Men  was  recently  o: 
revived  at  the  New  York  T 
City  Opera  - while  he  con-  s> 
tinned  teaching-  ° 

Now.  after  almost  50  years,  li 
he  has  achieved  the  supreme  t 
accolade:  he  has  reached  the  ■) 
Metropolitan  Opera  to  New  1 
York,  where  a new  staging  s 
of  Susannah  has  opened,  1 
enthusiastically  received  by  1 
the  unpredictable  Met  audi-  : 
exice.  . . 1 

It  is  not  hard  to  explain  i 
the  warm  reception.  The  1 
story  is  straightforward 
(betrayed  innocence  vio-  i 
lently  avenged),  the  music  is 
easy  and  attractive,  and 
there  are  meaty  roles  for  two 
accomplished  singers.  At  the 
Met,  the  title  role  was  in  the 
hands  of  Renee  Fleming,  a 
favourite  with  the  public, 
and  deservedly  so:  earlier 
tins  season,  her  noble,  affect- 
ing Countess  Aim  a viva 
threatened  to  eclipse  even 
the  brilliant  Susanna  (Moz- 
art's, that  is)  of  the  efferves- 
cent Cecilia  Bartoli. 

And,  as  the  villainous  itin- 
erant preacher  Olto  Blitch, 
Samuel  Ramey  was  to  dark, 
splendid  form.  His  long, 
„ Bible-thumping  sermon  in 
Act  Two  was  the  focal  bra 
jh,  vura  moment  of  the  opera, 
lis  in  dramatic  contrast  with 
■a-  the  heroine’s  sweet,  some- 
al  times  folksy  songs, 
ad  There  are  two  tenor  parts: 
Sam,  Susannah’s  drunken 
but  devoted  brother,  was 
the  convincingly  interpreted  by 
■ft  Jerry  Hadley,  more  femiUar 
to  lyrical,  tender  roles;  Little 


Bat  McLean,  an  ingenuous 
adolescent  enamoured  ot 
Susannah,  was  assigned  to 
the  young  John  M£/eigh. 
Little  Bat  is  an  ungrateful 
character,  but  McVeigh  was 
vocally  more  than  satisfying- 
The  trouble  with  Susan- 
nah is  its  superficiality:  the 
text  is  humdrum,  the  music 
is  skilful,  even  tuneful,  but  it 
illustrates,  without  probing. 
Floyd  draws  on  the  Ameri- 
can tradition  - folk  tunes, 
hymns,  square  dances  - but 
with  scant  flair  (you  have 
only  to  *bink  of  what  Virgo 
Thomson  did  with  the  same 
sources).  Until  recently,  this 
opera  was  staged  largely  by 
local  companies  to  small 
theatres,  and  though  to  New 
York  the  sets  (by  Michael 
Yeargan)  take  up  plenty  of 
gpace,  they  have  an  enlarged 
look,  out  of  proportion  to  the 
linear  simplicity  of  the  plot 
and  the  honest,  realistic,  but 
generally  predictable  acting 
i of  the  principals,  as  directed 
i by  Robert  Fails. 

I As  usual  at  the  Met,  the 
■ small  roles  were  tellingly 
» executed;  the  quartet  of 

1 nasty  church-going  women, 

> sung  by  Jane  Dutton  (Mrs 

2 Gleason).  Jennifer  Welch 
8 (Mrs  Hayes),  Joyce  Castle 
a (Mrs  McLean)  and  Jane 

Shaulis  (Mrs  Ott),  were  a for- 
r midable  unit;  the  chorus  - 
L-  an  important  actor  in  the 
a story  - was  also  alert,  and 
n James  Conlon  drew  strong, 
z - tightly  paced  playing  from 
s-  the  Met  orchestra. 

On  its  own  terms  then, 
a-  this  Susannah  worked,  and 
h,  the  opening-night  audience 
k,  showed  its  approval.  There 
g.  is  room  for  this  opera  in  tbe 
in  repertory,  when  there  are 
a-  Flemings  and  Rameys  to 
a,  sing  it,  as  there  is  room  for 
th  cflea  and  Umberto  Giordano 
le-  in  the  Italian  sector.  If  we 
cannot  have  towering  mas- 
ts : terpieces  every  night,  we 
en  must  welcome  well-made 
as  craftsmanship. 


William  Weaver 


tual  dancing  without 
xpected  miracles 

A n coorn  nn  mor 


THEATRE  ... 
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Geometry  of  Meades 
Scotfc*  Exb&ffiofl  Conference 
Centre,  Glasgow 


*5  StffJ 


Robert  Lepage  is  a manwbo 
delights  to  bringing  together 

in  his  presentations  dispa- 
rate elements,  perspectives 
and  personalities  - to*  is 
the  man,  after  all,  who  m his 
Needles  and  Opium  gave  os 
the  combination  of  Jean  uoc- 
teau  and  Miles  Davis.  This 
time  the  odd  couple  are 
architectural  pioneer  Frank 
Uoyd  Wright  and  Armenian 
mystic.  Georgi  Ivanovich 

Wright's  third  wife^Olgi- 
vaiSiad  been  a 
Gnrdjieff,  and  their  daughter 
lovanna.  after  a 
period,  brought  Gur*i.e®f° 
Erwntonmes  of  thought  rato- 
S^nd  spiritual  dancing  to 


integrate  - and  dash  - with  » 
the  holistic  approach  to  < 
architectural  and  engineer- 
ing activities  at  Wright’s 
’Taliesin  Foundation.  ‘ 

Founding  a stage  irtece  on 

the  linkage  between  the 
fiadher  of  "organic*  architec- 
ture and  the  man  who 
taught  that  individuate  need 
to  awaken  from  their  spin- 
tual  sleep  is  an  inspired 
move,  the  more  so  because 
Lepage's  approach  to  theatre  , 
is  fundamentally  to  sympa- 
thy  with  both  men’s  philoso- 
phies - the  Qjaebecofe  to* 
ard  is  one  af.a  handftd  of 
practitioners  tnffljwg* 

tally  "awake"  (to  Gurqpeffs 

sense)  to  the  storytelling, 
imaglstic  and  emotional  pos- 
sjbflities  of  theatre. 

And  yet  Geometry  of  kmrar 
des  (which  I saw  as  parted 
the  peripatetic  “Tramway® 

, programme  in  Glasgow), 
. although  taking  the  same 
, approach  as  Lepage's  yew- 


ous  masterpieces  The  Drag-  < 
otis’  Trilogy  and  The  Seven 
Stroms  of  the  River  Ota.  k 
only  patchily  wondrous. 

Perhaps  familiarity  has 
begun  to  breed  contempt; 
having  grown  acquainted 
with  Lepage’s  brand  of  lat- 
eral thinking,  we  are  no  lon- 
ger shocked  and  enchanted 
into  new  ways  of  seeing- 
When,  for  instance,  the  pres- 
ident of  Johnson’s  Wax  dic- 
tates a letter  to  bis  secre- 
tary, and  tap-dances  vigor- 
ously ch  the  table  to  supply 
the  clacking  sounds  of  her 
mimed  typewriter,  it  seems  a 
goat  gimmick  rather  than  a 
minor  eoap  de  thidtre. 

As  1 watched  Gurdjiefi 
. hold  a conversation  with  a 
giant  rotating  eyeball, 

. instead  Of  searching  for  sym- 
; holism  within  the  play,  my 
> mind  wandered  to  similar 
pranks  by  American  art-rock 
l franfl  The  Residents.  At  one 
I.  or  two  points,  the  “spiritual 


dances"  seem  no  more  than 
hackneyed  theatre-machine 
exercises- 

Lepage  also,  unusually, 
leaves  some  connections 
unexplained  and  even 
unhinted  at.  We  see  that 
Roderigue  Proteau  (a  Que- 
becker putting  on  a heavy 
Caucasian  accent)  doubles  as 
Gurdjieff  and  the  stalking, 
throat-singing  Beehrebub 
who  twice  tempts  Wright 
(Tony  Guilfoyle  in  a 
first-rate  sardonic  perfor- 
mance) to  tbe  desert,  and  we 
may  make  vague  connec- 
tions with  Christ,  but 
nowhere  are  we  told  what 
r ypgffp  plainly  knows  and  a 
few  of  us  might  also,  inde- 
pendently, have  learnt  - 
. that  GurdjiefFs  main  prose 

work  is  whimsically  entrtioJ 
Beelzebub’s  Tales  To  Bis 
• Grandson.  . . ^ 

Now  and  again,  too, 
i Lepage  seems  not  to  fcmw 
[ when  to  stop.  Gurdjieff^ 


__  . ...  _ a imr  than  three-hour  work  lessly  re: 


frustration,  at  his  disciples’ 
lack  of  individuality  is  fully 
conveyed  within  the  first 
three  minutes  of  a lengthy 
scene  of  dramatic  foUow-my- 
leader,  but  on  and  on  it  goes. 


Similarly,  the  piece  as  a 
whole  seems  to  have  about 
four  successive  codas. 
Lepage  can  keep  an  audience 
spellbound  for  seven  hours 
and  more,  so  to  say  of  this 


less  than  three-hour  work 
that  it  begins  to  drag 
towards  the  end  is  serious. 
Of  course,  by  anyone  else’s 
standards,  it  te  a tremendous 
production,  almost  effort- 


lessly reinventing  space  and 
modes  of  performance. 

Atlbe  Royal  National  Theatre, 
London,  from  April  1* 

(01 71 -452  3000). 
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Dtetiinde  Cabow;  Apr  8, 10 

BONN  - 

g^^AuaslrtunBBtella 
der  BundesreputiOc 


n-if* 


AMSTERDAM 

DANCE  ' 

HetMuafetthe^ 

Tel:  31*20-551  891 1 

; Dutch  National  ^ Dutch 
• programme  combming  hv 

■iSssSSsr- 

Svnpbony  in  C;  Apr  8. 

OPERA  . M 

Netherlands  Opera* 
Mtiidelttlieate1 

Teh  31-20-551  8911 

Oteuovtjy 

& Michael  Griper-  £?io, 13 

™ by  VMnir  Bogachov;  Apr 

merlin 

OPERA 

* 


49-228-917  1200 
Art  and  Culture  at  the 

Surt  (1503-34).  -nweariyieth 
tjentury  saw  Papal  Rome  ^ 
establish  ^ 

art  in  Europe:  IheVah^ 

comu^ioned 

April.  ' 


Pascal  Tortelier  and  featuring  the 
BBC  Singers;  Apr  10 

• London  Philharmonic 
Orchestra:  conducted  by  Lam 
Botstein  to  works  by 
Khachaturian  and  Dvrfdk,  Aprs 

• London  PhShanuonic 
Orchestra:  International  Series 
featuring  Hadyn’s  The  Creation 
conducted  by  Sir  Roger 

* Nomngton;  Apr  11 

• phlBiannonia  Ochestra: 

conduced  by  Vtadbnk 
A^ikenazyin  works  by  Bernstein, 

Gershwin,  andRsusky-Korsakov; 
Apr  7 

exhibitions 
Hayward  Gafiery 
Tet  44-171-261  0127 


LONDON 

CONCERTS 

Gl^  MKer  Orchestra.  , 

SSSrfflS-. 

A«tftemkac  in  works 


WWW 

Patrick  Cautfiekt  maior  ■ 
retrospective  of  the  British  pop 
aifet;  then  touring  in.  Europe  and 

the  US;  to  Apr  1.1 
National  GaHery 
Tel:  44-171-839  3321 

Portraits  by  Ingres:  Inrag^of  an 

Bxich.  40  paintings  and  50  . 

-drawings  by  the  19th  century 
French  painter.  Includes  ngor 
loans  from  musoans  in  France, 

the  US,  and  elsewhere;  thw 
touring.to  toe  US;  to  Apnl  25 

OPERA  _ 


Apr  7, 10 

LOS  ANGELES 

CONCERT 

Music  Center:  Dorothy 

Chandler  Pavilion 

Tel:  1-213-365  3500 
YfwwJaphH.org 
Los  Angeles  Philharmonic: 
conducted  by  Hans  Vonk  and 
featuring  Lars  Vogt  on  piano  in 
works  by  Webern.  Mozart  and 
Schubert;  Apr  7, 10,  n 

MADRID 

EXHIBITION 
pundaddn  Juan  March 

Tel:  34-91-435  4240 
Marc  Chagall:  Jewish  Traditions. 
40  paintings  by  the 
Russian-French  painter, 
produced  betweer i1909  and 
1976.  They  data!  Chagall  s 
progression  through  such  styles 
as  Expressionism,  Cubism  and 
Smreflfism;  to  Apr  11 
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• BBCPhflhamK^^^ 
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S^'*r1,3E!Ehj!S 


LondonCoBseum 

Tek  J4-171-632  8300  • . 

• Mefistofele:  by  Boita 

Conducted  by  OBvanm* 

Dolmfinyi  in  a new  staging  by  ian 

Judge;  Apr  9 

# Salome:  Atherton 

conducts  rechard  Strauss'^3«^ 
starring  Vivian  Tlemsy^  Sdorr^- 
in  David  Lsv^ux's  production, 


NEW  YORK 

CONCERTS 

Avery  Fisher  Han,  Lincoln 

Center 

Tet  1-212-875  5030 
www.ffncoAwenter.org 
New  York  Philharmonic:  Uptown 
' Blues  - BUngton  at  100: 
presented  by  Ja=  at  Uncoki 
Center  in  conjunction  with  toe 
pri^Tantwnic  to  mark  the  loom 
anniversary  of  toe  Jazz  great 
Duke  Emngton.  Brings  together 
the  Lincoln  Center  Jazz 
Orchestra  (with  Wynton  Marsalis) 
and  the  New  York  Philharmonic 
(led  by  Kurt  Masui).  The  program 


features  Qrmgton’s  compcsfoore 
arranged  by  Marsalis  along  wim 
a performance  of  toe  Peer  Gynt 
Suite;  Apr  8 

Pierpont  Morgan  LBirary 
Tel:  1-212-685  0008 
Collection  to  Concert  From  Bach- 
to  Berg:  featuring  John  Aler 
(tenor),  Krista  Bennlon  Feeney 
Mofin).  Michael  Karmen  (peUo) 
and  directed  by  Laurie  Srrwkter 

.and  Ira  Weller;  Apr  8 
exhibitions 

Guggenheim  Museum 
Tel:  1-212-423  35 00 
www.guggenheim.org 
Jim  Dine:  Walking  Memory, 
1959-1969.  More  than  100  works 
make  up  this  survey  of  the 
American  artist;  including 

photographs,  paintings  ana 
performance  pieces;  to  May  16 
Metropolitan  Museum  of  Art 
Tel:  1-212-879  5500 
www.metmuseum.org  _ 
Our  New  Clothes:  Acquisitions  of 
toe  1990s:  presented  by  toe 

- Costume  institute.  Focuses  on 

themes  such  as  American  Heroes 

which  highlights  £*9™^ 
Geoffrey  Beene,  Calvin  Klein,  and 
' Giorgio  di  Sant1  Angelo;  to  Aug  22 


• Susannah:  by  Floyd.  James 
Conlon  conducts  a new  staging 
by  Robert  Falls,  with  a cast  tel 
by  Ren6e  Fleming  and  Samuel 
Ramey,  Apr  9, 13 

• The  Queen  of  Spades,  by 
Tchaikovsky.  Conducted  by 
Valery  Gergiev -in  a revival  of 
Elijah  Mosh insky's  staging, 

designed  by  Mark  Thompson. 

The  cast  is  ted  by  Pticido 
Domingo  (replaced  by  Yun 

Marusin  on  Apr  3),  Galina 
Gorchakova  and  Olga  Borodina; 
Apr  7, 10  

PARIS 

OP®*  . 

Optra  National  de  Pans,  Opera 


OPERA  . 

Metropolitan  Opera,  Uncofci 

Center 

Tel:  1-212-362  6000 
www.metopem.org 
• GiuDo  Cesare:  returns  to  the 
repertory  with  John  Nelson 
conducting  and  Jennifer  Larmore 
in  the  tide  role.  Production  by 
John  Copley,  sets  designed  by 
John  Pascoe.  and  costumes  by 
Michael  Stannett;  Apr  10 


Tel:  33-1-4473  1300 

www.opera-de-pans.1r 
Luda  di  Lammermoor.  by  • 
Donizetti.  Conducted  by  Bruno 
■ CampaneHa  in  a staging  by 
Andrei  Serban  and  Robert 
Careen,  with  designs  by  William 
Dudley;  Apr  8, 11 

PERUGIA 

EXHIBITION 

Galleria  Nazionate  delT  Umbna 

Tel:  39-075  574  1247 
Beato  Angdlco  and  Benozzo 
Go2zol'n  Renaissance  Panters. 
Organised  to  mark  toe  500to 
anniversary  of  Fra  Angelico  s 
death,  this  show  includes 
missing  sections  of  his  PoUttico 
dei  Domenican!;  to  Apr  11 

TOKYO 

CONCERT 
Suntoiy  HaB 


Teb  81-3-3584  9999 
Japan  Philharmonic  Symphony 
Orchestra:  conducted  by 
Kazufumi  Yamashita  to  woks  by 
Beethoven,  Rodrigo,  and  Ravel 
and  featuring  Kaori  Muraji  on 
guitar;  Apr  11 

DANCE 
NHK  HaB 

The  Royal  Ballet:  the  British 
company's  tour  opens  with  Swan 
Lake;  April 

EXHIBITION 

Bunkamura 

Tet  81-3-3477  9999 
Aperitif  and  Wine  Poster 
Exhibition:  a collection  of  Forney 
City  Library  of  Paris.  200  aperitif 

and  wine  posters  from  the  late 

1800's  to  the  1960’s;  to  Apr  25 

TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 

. 648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 

Monday  to  Friday,  GMT: 

06.30:  MoneyGne  with  Lou  Dobbs 
13J30:  Business  Asia 
19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

m m Business/Market  Reports: 

05:07;  06:07;  07:07;  0820;  0050; 
1020;  1120;  1152;  1220;  1320; 
1450. 
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MARTIN  WOLF 


The  road  to  hell 


Having  involved  itself  in  Kosovo,  Nato  must  win.  This  requires 
ground  troops  and  military  commitment  for  the  indefinite  future 


Occasionally,  economics 
must  tufce  second  place.  The 
war  in  Kosovo  is  such  an 
occasion.  This  is  a defining 
moment  in  the  history  not 
just  of  post-cold  war  Europe, 
but  of  the  transatlantic 
alliance.  Slobodan  Milosevic 
has  challenged  Nato  in  the 
most  brutal  and  calculated 
manner.  He  must  not  win. 

No  less  a man  than 
Bismarck.  Germany's  iron 
chancellor,  famously 
remarked  that  the  Rgikgps 
were  not  worth  the  bones  of 
a single  Pomeranian 
grenadier.  This  ethnic 
patchwork,  border  zone 
between  religions  and 
hotbed  of  irredentist  myth 
has  always  been  perilous. 

Opponents  of  outside 
involvement  can  pdd  three 
more  general  reasons  for 
standing  aside:  that  no 
significant  western  national 
interest  is  engaged;  that  it  is 
inconsistent,  indeed 
hypocritical,  to  baulk  at 

President  Milosevic's 
behaviour  in  Kosovo  and 
tolerate  equally  grave 
abuses  elsewhere;  and  that  it 
is  particularly  unwise  to 
intervene  within  a sovereign 
nation.  All  these  arguments 
have  merit;  none  is  decisive. 

It  is  true  that  no  vital 
national  interest  is  engaged, 
particularly  for  the  US  and 
the  UK.  It  is  ridiculous  to 
justify  this  war  by 
comparisons  between 
Milosevic  and  Hitler.  Yet  it 
is  at  least  equally  foolish  to 
remove  all  humanitarian 
concerns  from  the  purposes 
of  moralistic  democracies. 

The  urge  to  do  something  is 
not  discreditable,  provided 
results  justify  the  action. 

It  is  also  true  that  the  west 
seems  inconsistent,  at  best, 
and  racist  at  worst  It  is 
prepared  to  respond  in 
former  Yugoslavia,  but  ruled 
out  action  in  Rwanda  and 
has  tolerated  crimes 
elsewhere.  Yet  that  it  is 
excessively  costly,  or 


counter-productive,  to 
intervene  against  some 
abuses  cannot  mean  it  is 
wrong  ever  to  do  so.  The 
calculation  must  depend  on 
the  scale  of  the  wrong  and 
the  costs  of  halting  it 

And  yes,  interventions  in 
conflicts  within  sovereign 
states  are  particularly 
difficult  to  justify.  The 
notion  could  too  easily  mean 
carte  blanche  for  the  strong 
to  interfere  in  the  internal 
affairs  of  the  weak.  Against 
this,  however,  is  the 
fundamental  principle  thwt  a 
state  does  not  own  its 
citizens.  Some  behaviour 
should  deprive  a state  of  the 
right  to  rule,  as  America's 
Declaration  of  Independence 
asserted  of  fhr  less  heinous 
nffprywi  than  these. 

Thus,  Nato  was  not  wrong 
in  principle  to  Intervene.  But 
to  be  justified,  in  practice, 
its  intervention  had  to  have 
a good  chance  of  improving 
the  outcome.  Chap  gestures 
were  not  enough.  On  the 
contrary,  a decision  to 
intervene  Ineffectively  could 
easily  be  worse  than, 
nothing.  To  this  untutored 
eye,  the  intervention  over 
Kosovo  is,  up  to  now. 
precisely  that  President 
Milosevic  has  concluded  be 
has  nothing  to  lose  and 


much  to  gain  from  creating 
an  ethnically  “pure"  Kosova 
Western  bombing  seems  to 
have  accelerated  this 
activity,  while  persuading 
more  Serbs  to  support  their 
president  As  for  those  who 
trusted  the  west,  (hey  are 
being  murdered  and  exiled. 

This  Is  worse  even  than  a 
humanitarian  disaster.  The 
credibility  of  the  west  is  now 
at  stake.  That  makes  this  a 
vital  interest  If  President 
Milosevic  gains  the  day. 
Nato's  viability  is  in 
question,  at  the  very  least  la 
out-of-area  interventions. 

Nato  now  has  to  win  - and 
be  seen  to  win.  This  is  both 
a moral  and  a strategic 
imperative.  A peace  that 
amounts  to  acquiescence  in 
the  facts  created  on  the 
ground  would  be  not  just  a 
crime,  but  also  a blunder. 

Yet  that  seems  the  probable 
outcome.  President 
Milosevic  has,  as  expected, 
announced  a brief  ceasefire. 
He  may  proffer  the  partition 
! of  Kosovo,  albeit  vastly  in 
the  Serbs’  favour.  The  west, 
worried  over  hundreds  of 
thousands  of  refugees,  will 
be  sorely  tempted  to  agree. 

To  do  so  would  be  to 
accept  defeat  The  British 
prime  minister,  Tony  Blair, 
understands  this.  In  an 


How  Punch  saw  die  region's  woes  fo  1895 


Punch  Ltd 


article  published  in  the 
Sunday  Telegraph  over  the 
weekend,  he  argued  that 
“our  goal  must  be  to  ensure 
that  these  people  can  return 
to  their  homes.  We  cannot 
and  must  not  accept 
Milosevic’s  ethnic 
cleansing."  Mr  Blair  wills 
the  ends.  But  do  he  and  his 
colleagues,  above  all 
president  Clintoo,  also  will 
tie  means? 

Those,  like  me.  whose 
speciality  lies  Dot  in  military 
affairs  can  only  harbour 
doubts.  But  the  doubts  are 
both  pressing  and 
disturbing 

Did  western  political 
leaders  take  proper  account 
of  the  probable  response  of 
president  Milosevic  to  tbeir 
bombing  campaign? 

Did  they  think  they  could 
halt  the  Serbian  forces  in 
Kosovo  with  air  power? 

Do  they  believe  that  a 
limited  bombing  campaign 
will  force  president 
Milosevic  to  undo  his  brutal 
solution  of  the  Kosovo 
question? 

Do  they  seriously  bope 
that  the  Serbs,  steeped  in 
myths  of  national  struggle 
and  deprived  of  information 
about  events  within  their 
own  country,  will  round  on 
the  Milosevic  regime? 

K,  as  I fear,  the  answer  to 
all  these  questions  is  no. 
then  this  action  has  been 
fundamentally  frivolous. 

That  would  be  far  from 
surprising:  in  President 
CUnton.  the  west  has  a 
leader  almost  uniquely 
ill -qualified,  by  temperament 
and  personal  history,  to 
confront  such  a crisis. 
Nothing  could  be  more 
tempting  for  a politician 
both  horrified  by  the 
prospect  of  casualties  and 
imbued  with  vague 
humanitarian  aspirations, 
than  to  hope  that  technology 
would  give  him.  if  not  a 
1 victory  without  tears,  a 
gesture  without  regrets.  If 
so.  he  is  wrong.  What  has 
happened  is  defeat.  If  not 
reversed,  it  becomes  a 
disaster. 

It  is  harsh  to  throw  all  the 
blame  on  the  US  president. 
After  all,  Kosovo  is.  for 
Americans,  truly  a far-off  . 
place  of  which  they  know 
little.  The  countries  directly 
concerned  are  European, 
with  Germany  and  Italy  the 
most  vulnerable  of  the  big 
member  states  of  the 
European  Union.  But  - 
everyone  knows  that  the 


Europeans  lack  not  just  the 
means  to  intervene 
effectively,  but  the  will  to  do 
so.  It  is  as  true  today  as  half 
a century'  ago  that  the 
security  of  Europe  remains 
in  the  hands  of  the  US.  The 
question  now  being  raised  is 
for  bow  much  longer  this 
will  remain  the  case.  It  Is 
impossible  to  believe  that  a 
failure  by  Nato  to  impose  its 
will  on  this  small 
recalcitrant  state  can  leave 
this  alliance  - or  western 
credibility  - undamaged. 

“The  Yugoslav  crisis 
began  in  Kosovo,  and  it  will 
end  in  Kosovo."  This  is  a 
popular  saying  in  the  region. 
If  anything,  it  seems 
optimistic.  But  even  if  it 
proved  true,  what  would  be 
the  impact  of  a Milosevic 
victory  oo  the  attempt  to 
create  a living  transatlantic 
security  partnership  In  the 
post -cold  war  world? 

rt  Is  easy  to  sympathise 
with  those  who  argue  the 
west  should  never  have 
involved  Itself  in  the  death 
throes  or  former  Yugoslavia. 
It  may  well  be  true  that  its 
interference  over  the  last 
decade  has  made  that 
unravelling  even  more 
horrible  than  it  might 
otherwise  have  been.  But  it 
is  far  too  late  - and  was 
always  unrealistic  - to  take 
that  position.  The  west  is 
deeply  involved.  It  has  now 
reached  the  end  game.  It 
must  put  a firm  limit  on  the 
activities  of  the  man.  who 
has,  more  than  any  other, 
exploited  the  dissolution  for 
his  own  nefarious  ends. 

Nato  must  now  win.  It 
may  have  to  accept  partition 
i of  Kosovo,  but  it  must  be 
one  in  favour  of  the  ethnic 
Albanians.  I presume  this 
means  a ground  invasion.  I 
presume,  too,  that  It  means  a 
western  military  presence  in 
the  region  for  the  indefinite 
future  and  creation  of  an 
economic  framework, 
through  the  EU.  that 
promotes,  in  time,  the 
emergence  of  a web  of 
fruitful  economic  relations. 

Yet  the  starting  point 
must,  as  Mr  Blair  says,  be 
victory  over  Milosevic.  Nato 
did  not  have  to  begin  thin 
war.  It  chose  to  do  so.  Now. 
it  has  to  finish  it.  on  its 
terms.  To  enter  the  war  may 
have  been  a mistake;  to  lose 
it  would  be  a disaster.  Nato 
has  the  means.  Now  it  must 
will  them. 


LETTERS  TO  THE  EDITOR  ^ 


Smoothing  China’s  path  into  WTO 


From  Mr  Barber  Conable. 

Sir,  With  Zhu  Rongji,  the 
Chinese  premier,  arriving  in 
the  US  tomorrow,  time  is  of 
the  essence  to  stress  the 
need  for  an  international 
commitment  to  reaching  an 
agreement  on  accepting 
China  into  the  World  Trade 
Organisation.  A re-write  of 
WTO  roles  is  scheduled  for 
later  this  year,  which  could 
complicate  China’s  applica- 
tion. 

The  US,  Europe  and  others 
stand  to  gain  a great  dwl 
from  an  agreement.  China 
should  be  subject  to  the 
same  trade  rules  affecting 
other  nations.  Given  the  size 
and  rate  of  growth  of  its 
markets,  China’s  accession 
means  more  jobs  interna- 


tionally. along  with  bigger 
profits  for  any  business  that 
wants  to  sell  to  China.  The 
World  Bank  has  vigorously 
promoted  trade  liberalisa- 
tion. and  cited  collabora- 
tion with  the  WTO  ova-  Chi- 
nese accession  as  a means  of 
strengthening  the  global 
economy.  • . 

chi™  has  already  shown 
how  the  the  prospect  of 
WTO  membership  can  result 
in  trade  policies  beneficial  to 
the  west.  And  WTO  regula- 
tion of  trade  interaction  with 
fihina  could  create  a more 
stable  Asia,  favourable  to 
the  advancement  of  western 
political,  diplomatic  and 
security  interests.  The  inter- 
national community  should' 
press  China  to  open  its  mar- 


kets. bid  not  get  stuck  cm . 

details  that  could  prevent  an . 

agreement  that  is  good  in 

most  respects. ::  .“.v 
Both  Chinese  .-concessions  . 
and  flexibility  b£  existing 
WTO  members  will  - be 
required  to  reach deal.: All 
concerned  should  ^work  to 
conclude  an.  agreement,  and  . 
then  move:  forward,  jrith 
establishing  noriral  trade 
relations,  (formerly  known  as 
MEN,  or  most,  favoured 

natlnn  status)  for  flhftw  -J. 


Barber  Conable,  - / r 
president,  World  - • ;“y? 
Bank  1986-01,  . v" 

10532  Alexander  Boad, 
Alexander, 

NYi4ods, 

US  . . • 


CBI  has  commissioned  its  own  poll  oh  euro 


From  MrJ.  Adair  Turner. 

Sir.  You  report  (March  31) 
that,  according  to  a survey 
by  Business  for  Sterling,  the 
lobby  group,  only  41  per  cent 
of  British  businesses  favour 
joining  the  euro,  in  contrast 
to  previous  polls  conducted 
by  MORL 

Bosiness  for  Sterling  also 
claimed  that  64  per  cent  of 
members  of  the  Confedera- 
tion of  British  Industry 
opposed  tbe  euro. 

This  is  not  true,  and  Busi- 
ness for  Sterling’s  poll  did 
not  show  this.  Of  tbe  1.013 
companies  polled,  only  116 
were  CBI  members.  Of  these. 
62  (52  per  cent)  said  they 
would  vote  for  the  euro  in  a 


hypothetical  poll  held  today. 
Seventy  (60  per  cent)  said 
their  preferred  strategy  was. 
to  join  immediately  or  to 
prepare  and  probably  to  join. 

Business  for  Sterling  man- 
aged to  turn  this  result  into 
a majority  opposing  by 
applying  weighting  that  was 
extremely  unrepresentative 
of  CBI  membership,  the 
impact  of  which  has  been 
seriously  misleading.  The  six 
members  of  the  smallest 
band  (0-4  employees)  were 
each  given  a weighting  139 
times  larger  than  each  of  fop 
companies  with  more  than 
250  employees.  As  a result, 
just  six  members  cast  more 
than  half  of  all  the  votes 


Business  for-  Sterling  chose 
to  count  In  Business  for 
Sterling's  new  version  of  sta- 
tistical truth,  just  six  compa- 
nies could,  therefore  deter- 
mine GBTpoEcy.  ' 

. The  CBI  mean  while  has 
commissioned  MORI  to  poll 
both  its  direct  members  and ' 
a representative,  sample  of 
companies  affiliated, to  bade 
association^  in  CBI  member- 
ship. We  will  publish  the 
results  in  July. 


J.  Adair  Turner,  ‘ r ‘ 
director-general. 
Confederation  of  British 
Industry,  , '* 

103  New.  Oxford  Street,  ' 
London  WC1A  1DU,  $K  > 


Puzzled  by  contradictory  lines  on  inflation 


From  Mr  Keith  Wedrmre. 

Sir.  “Greece  to  take  tough 
line  on  inflation”,  you  tell  us 
(April  1).  and  is  “ready  to 
take  additional  measures 
including  even  indirect  tax 
cuts”.  I am  puzzled. 

This  says  that  a reduction 
in.  say.  value  added  tax  will 
reduce  inflation.  But  I can 
recall,  having  been  in  tbe 


Inland  Revenue  some  40 
years  back,  that  when  Brit- 
ish governments  then  raised 
purchase  tax  they  smugly 
saw  a double  advantage:  two 
anti-inflationary  measures  in 
oae.  The  extra  tax  would 
reduce  their  own  temptation 
to  print  money,  and  the  pop- 
ulace would  buy  fewer  goods 
(they  would  have  to  spend 


more  to  get  the  same  car); 
and  the  reduction  in  buying; 
from  a reduced  purchasing 
power,  would  be  an  effective 
break  on  inflation. 

Which  is  It? 


Keith  Wedmnre, 

S Cornelia  Avenue, 
Mill  Valley, 1 - " 
CA  94941-1840,  UK 


Number  One  Southwark  Bridge,  London  SE1  9HL 
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PERSONAL  VIEW  JAMES  A.  BAKER  HI 


China:  engage  not  contain 


WE'RE  JUST  LIKE 


ANY  OTHER  HIGH  TECH 


The  visit  to  the  US  of 
China's  prime  min- 
ister, Zhu  Rongji, 
comes  at  an 
extraordinarily  difficult  time 
in  US-China  relations.  The 
United  States  has  no  bilat- 
eral relationship  today  more 
important  than  its  relation- 
ship with  China.  It  is  incum- 
bent upon  us,  therefore,  to 
“get  it  right”.  And  it  is  hard 
to  be  sanguine  that  we  will, 
given  the  foreign  policy 
record  of  the  current  admin- 
istration, given  the  fact  of 
divided  government  in  the 
United  States  with  a Con- 
gress controlled  by  Republi- 
cans and  a Democratic  presi- 
dent, and  given  the  fact  that 
2000,  a presidential  election 
year,  is  fast  approaching. 

Eight  months  ago.  I 
suggested  that  the  White 
House  should  stop  whining 
about  Congress's  opposition 
to  its  China  policy  and 
engage  the  leadership  there 
in  negotiating  and  formula- 
ting a bipartisan  accord  on 
our  approach  to  this  most 
important  relationship.  Tbe 
impeachment  of  President 
Clinton  made  this  impossible 
to  accomplish,  although  I do 
not  believe  any  effort  was 
ever  made  by  the  adminis- 
tration even  to  begin  discus- 
sions. Now  there  is  a real 
risk  that  the  US’s  China  pol- 
icy will  become  a domestic 
political  football,  which 
wo  old  be  truly  regrettable.  I 
believe  there  is  a majority  in 
the  centre,  both  in  Congress 
and  In  the  country,  who 
would  agree  upon  a China 
policy  consisting  of  the  fol- 
lowing fundamentals. 

• Our  policy  toward 
China  should  be  as  complex 
and  nuanced  as  our  interests 
there  - not  a policy  based  on 
a single  issue  such  as  human 
rights,  commercial  advan- 
tage for  US  firms,  anti-prolif- 
eration concerns.  Taiwan  or 
something  else. 

• Our  policy  should  be  < 
one  of  commitment  to 
engagement  with  China 
rather  than  isolation  or  con- 
tainment of  China.  j 

I • Our  policy  should  recog- 
: nize  that  engagement  can  1 
include  symbolic  gestures  l 
such  as  summits,  but  it  must  i 
encourage  China  to  move  in  ( 

a direction  that  promotes  US  t 
goals  and  interests.  I 

• Our  policy  of  engage-  < 
merit  must  require  that  we  i 


The  bilateral  relationship  with  China  is  the  most  important  the  US  now  has. 
It  is  too  important  to  be  made  into  a domestic  political  football 


START  UP. 


WE  GOT  A NEW  10G0. 
BUSINESS  CARDS. 
AND  $3.8  BILLION 


IN  SALES. 


Siemens  Semiconductors  has  chanced  its  name 


Siemens  Semiconductors  has  changed  its  name.  What  does  that  mean?  It  means  more  great 
things  are  coming  from  the  world's  fastest  growing  semiconductor  company.  Increased  customer  locus. 
More  ground-breaking,  leading  edge  technology.  And  more  clients  winning  in  their  markets. 

Not  some  time  tomorrow  or  next  week,  but  today.  And  one  new  company  will  be  at  the  heart  of  it  all: 
Infineon  Technologies.  WWW.INFINEON.COM 


Zhu  Rongji:  ‘Uneasy1  over  the  anti-Chinese  mood  In  tho  US  Reuters 


be  firm,  consistent  and  prin- 
cipled in  those  areas  where 
we  have  significant  con- 
cerns: trade,  human  rights. 


ress  in  human  rights  prac- 
tices. 

On  proliferation,  we 
should  encourage  China  to 


proliferation  of  weapons  ot  adhere  strictly  to  the  Missile 
mass  destruction,  Taiwan  Technology  Control  Regime. 


and  stability  in  Asia,  and 
Chinese  spying  upon  our 
nuclear  weapons  programs. 

On  trade,  in  working  out 
the  terms  oT  China’s  mem- 
bership in  the  World  Trade 
Organization,  we  must  insist 
on  baseline  obligations  far 
transparency,  protections  for 
investors,  market  access, 
(particularly  in  agriculture, 
insurance  and  chemicals) 
intellectual  property  protec- 
tion, dispute  resolution  and 
limitations  on  prison  labor 
exports.  We  should  not  agree 
to  China’s  demand  that  it 
must,  under  any  circum- 
stances. join  the  WTO  before 
Taiwan. 

On  human  rights,  the 
American  people  are  right- 
fully outraged  by  China’s 
treatment  of  political  prison- 
ers. Improvements  in  human 
rights  will  improve  dramat- 
ically only  if  there  is  system- 
atic economic  and  political 
reform. 

Increased  cultural,  legisla- 
tive, and  high-level  diplo- 
matic exchanges,  along  with 
greater  economic  interac- 
tion. will  work  better  than 
expanding  economic  and 
political  sanctions.  But 
engagement  should  not  be 
used  to  excuse  lack  of  prog- 


to  abandon  what  in  the  past 
were  irresponsible  military 
sales  to  rogue  states,  and  to 
co-operate  with  us  to  con- 
front nuclear  threats  on  the 
Indian  subcontinent  and  tbe 
Korean  peninsula. 

On  Taiwan  and  stability  in 
Asia,  we  should  moke  clear 
that  we  will  support  any 
peaceful  resolution  of  differ- 
ences between  the  PRC  and 
the  people  of  Taiwan.  We 
should  leave  no  doubt  we 
will  continue  to  help  our 
friends  in  Taipei  to  have  an 
adequate  defence,  and  will 
consider  unspecified  actions 
in  the  event  of  an  attack  by 
China  on  Taiwan  - all 
demanded  in  the  Taiwan 
Relations  Act. 

And  we  should  continue  to 
maintain  our  credible  mili- 
tary presence  in  the  Pacific, 
which  has  been  a force  for 
stability  in  the  region  since 
the  end  of  the  second  world 
war. 

On  spying;  we  should  not 
be  shocked  that  China  spies 
on  us.  Even  some  of  our 
friends  do.  And  of  course,  we 
spy  back.  However,  we 
should  be  shocked  when  we 
learn  that  not  only  has 
China’s  spying  been  success- 
ful. but  that  ft  was  not  acted 


upon  for  . an  undue  period  of 
time  in  order  not  to  conflict 
with  our  poHcy  of  engage- 
ment That  is  a terribly  erro- 
neous and  destructive  under- 
standing of  what 
engagement  should  be. 

We  should  also  understand 
that  the  best  way  to  find  an 
enemy  Is  to  look  for  one. 
And  that  is  what  we  are 
doing  when  we  talk  about 
containing  rather  than 
engaging  China.  Many  in 
Congress  and  various  inter- 
est groups,  particularly  on 
the  left  of  the  Democratic 
patty  and  the  right  of  the 
Republican  party  are  doing 
precisely  this. 

These  are  two  other  issues 
creating  problems  for  the 
administration  in  its  policy 
of  engagement,  these  arise 
from  possible  Chinese  efforts 
to  interfere  in  or  influence 
the  1996  elections  and  from 
possible  unauthorised  trans- 
fers of  technology  related  to 
the  launch  of  US  satellites. 
Both  of  these  disturbing 
matters  are  under  investiga-  I 
tion.  Tbe  Executive  Branch 
must  guard  against  any 
repeat  of  events  such  as 
those  triggering  such  Inves- 
tigations If  there  is  to  be  any 
chance  of  an  improvement 
in  US-China  relations. 

Engagement  doesn't  just 
mean  doing  business  with 
Chino.  It  means  being  in  a 
position  to  influence  Chinese 
behaviour  in  ways  that  pro- 
mote our  interests.  More 
than  anything  else,  we  need 
tbe  administration  to  look  at 
tbe  medium-tcHong  term  in 
its  approach  to  China.  For 
example,  while  it  would  be 
nice  to  be  able  to  announce 
China’s  accession  to  the 
WTO  during  Zhu  Rongji’s 
visit,  if  we  do  not  get  a firm, 
solid,  and  enforceable  com- 
mitment to  the  necessary 
economic  liberalisation  by 
China,  we  would  simply  be 
doing  what  this  administra- 
tion does  best  - trading  / 
short-term  political  gain  for  I 
long-term  policy  trouble. 

The  policy  I suggest  is  in 
tbe  national  interest  of  the 
US.  Polls  indicate  it  would 
be  supported  by  a majority 
of  the  American  people. 
More  importantly,  it  is  the 
right  policy  prescription  for 
this  all-important  relation- 
ship. 

The  author  uxts  the  $Jst 
Secretary  of  state 


*7. 

sv-' 


t* ;; 


I Oil  .1 

j ofcsu&^-'- 


tono?repk':  -- 

l Kqi  pi-1' 
totfenaac  a 

pice  for  f<-— 
taafiSs  -- 


Tit  dal  It'’--’ 

Giportnoz;:.:  ’ 

jsttteew; 

tit  saviyr.i  •'  ~ . 7 • 

flfe  out  t-inr?  \ 

fame,  *i»  \i':  7- 

BHBlKnirc: 

Mil  »h  F.;;r 

ft!  bait  ; • 

bartJirfrr:.: 

OKI  4wbt;«.  ;rc  • 

tor  paim.” :: 

Bw  Ibe  c~; 

striking  acu-tr-  ■ j-.-- . 
tor  import-."’ 
kmkxin  . 

ftan  tbs  . _ . 


WEDNESDAY  APRIL  7 1999 


15 


v >*\v\  ■ - 

xV:, 


jqNANCXAL  TIMES 


Mve 

ee 

&o» 


financial  times 

Wednesday  April  7 1999 

Giving  refuge 
to  refugees 


COMMENT  & ANALYSIS 


Still  waiting  for  the  dawn 

Japan’s  businessmen  are  feeling  slightly  less  pessimistic.  Unfortunately,  says  Paul  Abrahams, 
this  is  not  a good  reason  to  turn  bullish  about  the  world’s  second  largest  economy 


The  iirlift  of  Kosovo  refugees 
from  Macedonia  has  got  off  to  a 
sorry  start.  Some  refugees  had  to 

he  strong-armed  by  local  police 

- on.  to  aircraft  bound  for  far-off 
destinations  such  as  Turkey  and 
Norway,  after  they  protested  at 
being  separated,  from  their  fami- 
lies. This  miserable  spectacle 
made  the  operation  look  more 
Eke  another  Serb- style  deporta- 
tion than  the  mercy  mission  that 
Mato  countries  intended  ft  to  he. 

Jt  aleo  heightened  the  impres- 
sion of-  Western,  unpreparedness 
. far  foe  Kosovo  refugee  crisis,  and 
opened'  a raging  debate  over 
whether  refugees  should  be  kept 
wittun  the  region  or  evacuated 
further  afield  until  Nato  eventu- 
ally-creates  the  conditions  for 
their  safe  return  to  Kosovo.  This 
.is  a' false.. debate.  So  numerous 
are  the  refugees  - according  to 
the  United  Nations’  conservative 
estimate  nearly  400,000  people 
have  fled  Kosovo  in  the  past  two 
weeks  - that  all  means  have  to 
be  used  to  care  for  them. 

What  prompted  the  airlift  was 
Macedonia’s  refusal  to  let  in 
any  more  refugees  unless  an 
equivalent  number  were  airlifted 
out  of  the  country.  It  was 
understandable  that  Macedonia's 
Slav-dominated  government 
should 
be  .concerned  about  the  Kosovo 
Albanian  influx  tipping  the 
demographic  balance  against 
it7  but'  unreasonable  for  it 
to  demand  a mass  airlift  as  its 
price  -for  admitting  the  65,000 
refugees  still  piled  up  on  its 


border.  Thankfully,  Skopje  has 
mw  relented  a bit. 

Governments  in  the  rich  west 
should  take  some  of  the  direct 
refugee  burden  off  poor  Macedo- 
nia and,  for  that  matter,  Albania. 
The  latter  has,  implausibly,  «tid 
it  will  take  In  any  Macedonia 
overepm  when  it  cannot  yet  cope 
with  the  220,000  refugees  it 
already  has.  The  presence  of 
more  Kosovar  refugees  in  Europe 
and  the  US  will  ensure  their 
plight  is  not  forgotten.  But  evacu- 
ation must  be  voluntary.  The 
vast  majority  of  refugees  will 
want  to  stay  in  the  region  where 
family  reunification  is  easier, 
provided  they  can  get  adequate 
food  and  shelter  there.  Supplying 
this  must  now  be  the  main  task 
of  the  West  and  Nato. 

At  the  same  time,  the  experi- 
ence of  the  Palestinians  and 
other  refugee  diaspora  must  not 
be  repeated  by  letting  tent  cities 
along  Kosovo’s  borders  become 
permanent.  All  the  more  so, 
because  the  exodus  is  largely  the 
result  of  ethnic  cleansing  The 
refugees  must  be  allowed  to 
return  to  their  homes  with  their 
safety  guaranteed  by  a military 
force,  as  Nato  insists.  The  alli- 
ance was  thus  right  to  ignore 
Belgrade's  announcement  yester- 
day of  an  Easter  ceasefire.  It  is 
now  not  good  enough  for  Presi- 
dent Milosevic  just  to  pause  after 
two  weeks  of  ethnic  cleansing;  he 
must  reverse  that  brutal  process 
by  letting  Nato  troops  Into  Kos- 
ovo to  accompany  the  refugees 
home  and  guard  them  there. 


Media  dance 


lusand 


The  deal  between  News 
Corporation  and  liberty  Media  is 
just  the  latest  twirl  in  the  elabo- 
rate gavotte  of  media  owners. 
This  one  brings  together  John 
Malone,  who  built  up  Telecom- 
munications (TCI)  and  Liberty 
Media,  and  Rupert  Murdoch. 
They  have  twirled  together 
before,  and  tried  alternative  part- 
ners; doubtless,  there  are  more 
dance  pairings  to  come.  ' 

But  the  deal  illustrates  two 
Btriking  industry  themes.  One  is 
bow  important  sports  are  to  Mr 
Murdoch’s  view  of  the  world. 

Prom  the  outset,  be  has  used 
them . as  a fierce  competitive 
weapon.  Male  appetites  for  sports 
programming  has  helped  Mr  Mur- 
doch to  build  big  audiences  for 
his  networks  - on  satellite  in 
Emifipe,  over  the  air  in  the  US  - 
in  defiance  of  entrenched  “estab- 
lishment’' opposition. 

fa  recent  years,  he  has  increas- 
ingly moved  towards  availing 
sports  teams  themselves,  as  in 
the  Md  by  BSkyB  for  Manchester 
United,  currently  awaiting  com- 
petition, clearance  in  the  UK.  In 
the’  deal  with  Liberty  Media, 
News  Corporation  acquires  foil 
ownership  of  Fox/Liberty  Net- 
works, which  provides  regional 
sports  programming. 

Sports  may  not  be  a majority 
interest,  since  they  have  only 
limited  appeal  to  women.  But 
they  passionately  absorb  the 
.attentions  of  an  important  minor- 
ity-The  search  for  such  passion- 


ate minorities  is  the  essential 
task  for  media  insurgents,  as 
they  seek  to  overturn  patterns  of 
viewership  established  by  the 
more  tepid  majority.  The  discov- 
ery of  how  sports  can  serve  this 
role  wSl  be  Mr  Murdoch’s  legacy, 
when  eventually  he  hands  over  | 
stewardship  of  bis  companies. 

That  time  is  brought  no  closer 
by  this  latest  transaction.  But  by 
binding  Mr  Malone  and  Mr  Mur- 
doch into  a fresh  relationship,  it 
underlines  the  way  in  which 
media's  entrepreneurial  era  is 
drawing  to  a close.  The  deal  1 
unites  two  erf  the  men  who  have  j 
helped  create  that  era,  and  who  ] 
are  now  gradually  leaving  the 
stage  to  others. 

Indeed,  in  one  seme  the  entre-  : 
preueurial  era  is  already  over  for 
much  of  Mr  Malone’s  empire.  lib- . 
erty  Media  is  just  a tracking 
stock  for  American  Telephone 
and  Telegraph,  into  which  TCI 
and  liberty  merged  last  mouth. 

Mr  Murdoch  remains  more 
decisively  in  charge.  He  stfll  con- 
tinues - as  the  Manchester 
United  fad  and  the  unsuccessful 
talks  with  Canal  Plus  suggest  - 
to  add  to  News  Corporation's 
activities.  But  these  transactions, 
like  the  Liberty  Media  deal  feel 
more  like  the  work  of  corporate 
strategists  than  entrepreneurs. 

For  Mr  Murdoch  and  Mr 
Malone,  the  media  dance  contin- 
ues. But  the  most  breathtaking 
choreography  seems  now  to  lie  in 
the  past. 


• • • . ••  • • 

Devolution 
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Recent  British  general  elections 
• - have  centred  on  bitter  battles 

• over- tax.  The  campaign  for 

Edinburgh's  parliament,  now  of&- 
tiaUy  underway.  appears  no  dif- 
, . fereht  However,  decentralised 

■*  - government  In  the  UK  will  Jead 
** : to  -an  argument  about  money 

which  win  be  more  acrimonious 
and  long-lasting  than  a squabble 
over  a penny  or  two  on  income 
tax.’  • 

Following  the  budget 
l announcement  that  from  next 

I year  the  government  will  cut 

: inwwnft  tag,  the  Scottish  Natiom- 

afist  party  pledged  that  it  would 
reverse  the  cut  in 'Scotland  and 
spend  the  money  on  education. 

The  SNP  thinks  this  Is  a vote- 
winner  because  Scottish  voters 
wffl.  happily  pay  higher  taires  for 
better  public  services.  Labour 
thinfa;  that  the  SNP  has  shot 
itself  in  the  foot  by  revealing  its 
. anti-enterprise  colours.  Scottish 

■ ;‘.  |i . business  leaders  have  shrieked  a* 
l;>  the  proposal  The  Scottish  CBl 
.Ji  ’ which  wants  a level  UK  playing 
field,  warns  that  the  SNP*s  signal 
OTUM  tum  away  investors.  ■ 

This  Is  good  political  taock- 
about  More  significant  is 
issuer  which  Labour  hopes  to 

i avoid,  and  the  SNP  pretends  does 

not  exist;  public  spending  per 
bead  by  the  UK  government  is 
more  tlpm  2b  per  cent  higher  m 
- Scotland  than  in  Engtend. 

Gordon  Brown,  the  c^  ' 

- . oeftor,  -has  rightly  pledged - 
the  Treasury  will  ensure  that  toe 


Scottish  parliament  sticks  to 
agreed  spending  limits,  notwith- 
standing its  tax-raising  powers. 

However,  he  hopes  to  keep 
quiet  about  the  Tartan  subsidy. 
Perhaps  this  is  understandable 
daring  an  election.  But  when 
Scotland's  parliament  is  up  and 
running,  with  limited,  powers  to 
vary  taxes  and  spending  if  it  so 
chooses,  this  will  so  longer  be  an 
option.  • 

ffighRr  spending  in  Scotland  is 
the  result  of  a funding  mecha- 
nism based  on  a public  need  test  - 
carried  out  in  the  1970s.  This  was 
later  modified  by  the  Treasury 
under  the  Barnett  formula.  But 
with  Scottish  income  per  head 
now  roughly  the  same  as  in 
England,  this-  large  subsidy  can 

no  longer  be  justified.  . 

Moreover,  the  Barnett  formula, 
whitfe  also  includes  Wales  and 
Northern  Ireland,  makes  no  pro- 
vision  for  redistribution  of  this 
sort  to  English  regions.  In  a urn- 
taiy  state,  this  anomaly  was  well 
enough  concealed-  Devolution,  by 
bringing  it  into  the  opem  makes 
it  unsustainable. 

Greater  transparency- over 
flyrjiWttg  is  a gpod  tfcin&  How- 
ever, regional  allocation  threat- 
ens to became  a running  sore  in 
British  politics-  The  government 
should  appoint  an  independent 
commission  to  revisit  - andregu- 
larly  update  - the.  Barnett  for- 
mula for  tb&  whole  of  thief  UK.  A. 
problem  which  is  ignored  .will  not 
go  away. 


Is  Japan  finally  recovering? 
The  reaction  to  this  week's 
survey  of  Japanese  business 
confidence  suggested  it 
might  be.  There  had  been  fears 
that  the  quarterly  Tankan  survey 
- fee  most  important  gauge  of 
Japan's  corporate  sentiment  - 
would  show  a farther  deteriora- 
tion. Instead,  it  showed  that  opti- 
mism among  Japanese  executives 
actually  improved  for  the  first 
time  in  nearly  two  years. 

The  survey  was  seized  upon  by 
politicians  as  evidence  that  the 
economy,  mired  in  its  longest 
recession  on  record,  might  be 
bottoming  out  after  five  quarters 
of  decline.  Kiichi  Miyazawa.  the 
country's  venerable  finance  min- 
ister, triumphantly  announced: 
“The  economy  has  gone  through 
Its  worst  phase." 

But  such  optimism  may  be  mis- 
placed. After  all,  the  survey 
showed  that  for  every  100  compa- 
nies that  think  business  condi- 
tions will  get  better,- there  are 
still  147  that  think  the  matter 
will  get  worse  (compared  with 
149  before).  The  danger  is  that 
this  blip  represents  not  the  start 
of  a “V"-shaped  recovery,  btrt  a 
pause  before  the  economy  slips 
into  a double-dip  recession  - 
more  of  a “Z"  than  a “V*.  Since 
July  1997,  the  economy  has  con- 
tracted by  3-9  per  cent  Most  pri- 
vate forecasters  have  just  down- 
graded their  predictions  and  few 
are  predicting  even  a single  quar- 
ter of  growth  over  the  next  year. 

For  the  moment,  though,  such 
pessimism,  is  not  the  view  of  poli- 
ticians who.  as  spring  arrives  in 
Tokyo,  have  been  quick  to  point 
out  any  green  shoots.  Their  opti- 
mism is  not  delusional.  A 
Y24,000bn  public  spending  pack- 
age has  had  an  undoubted  effect 
The  recapitalisation  of  the  hanks 
has,  for  the  moment,  contained 
fee  banking  crisis.  And  restruct- 
uring efforts  by  the  corporate 
sector  have  helped  spark  a 15  per 
cent  jump  in  the  benchmark  Nik- 
kei 225  index  over  the  past  three 
months.  Foreigners  are  even  giv- 
ing Japan  a vote  of  confidence  by 
buying  Japanese  assets  - Ren- 
ault’s acquisition  of  a controlling 
stake  in  Nissan  is  only  the  most 
high  profile  of  acquisitions  by 
overseas  investors. 

But  the  “berttoming-out”  of  the 
economy,  as  Japanese  politicians 
call  it,  should  not  he  exaggerated. 
Positive  economic  data  for  Janu- 
ary have  been  succeeded  by  glum 
figures  for  February.  Industrial 
production  fell,  inventories  rase, 
capital  investment  slumped, 
retail  sales  continued  to  decline 
and  consumers*  propensity  to 
spend  their  shrinking  incomes 
dropped  to  an  all-time  low.  The 
Bank  of  Japan  this  week  con- 
cluded it  was  too  early  to  say  the 
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economy  was  recovering. 

The  problem  for  the  Japanese 
authorities  is  that  three  of  the 
four  potential  biggest  compo- 
nents of  growth  - non-housing 
investment,  consumption,  and  net 
exports  - are  contracting.  These 
components  represent  more  than 
70  per  cent  of  the  economy. 

Capital  spending  and  consumer 
consumption  are  unlikely  to 
recover  any  time  soon  because  of 
the  wave  of  restructuring  - 
risutom  - among  Japanese  com- 
panies. This  is  undoubtedly  nec- 
essary, since  most  groups  remain 
chronically  overstaffed  and  have 
been  allocating  capital  to  non- 
economic projects  on  a massive 
scale.  Even  now,  in  the  depths  of 
recession,  about  14  per  cent  of 
the  country's  gross  domestic 
product  is  being  invested  in  new 
plant  and  equipment.  That  com- 
pares with  about  9 per  cent  in  the 
US  now,  at  what  may  he  the  peak 
of  the  cycle. 

But  while  restructuring  may  be 
good  for  the  individual  compa- 
nies, the  equity  market  and,  in 
the  long  term,  the  economy,  the 
short-term  effects  could  be  dam- 
aging. For  example,  this  week's 
survey  showed  Japanese  compa- 
nies planned  to  cut  capital  spend- 
ing by  13  per  cent  That  should 
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help  them  make  better  use  of 
their  capital  but  it  will  hurt  capi- 
tal producers.  Similarly,  compa- 
nies say  they  are  planning  to  lay 
off  workers.  That  will  help  them 
become  more  labour-efficient 
But  Taichi  Sakaiya,  minister  at 
the  Erannmif  planning  Ministry, 
warned  the  unemployment  rate 
could  Jump  from  4.6  per  cent  to 
5.2  per  cent  - over  4m. 

High  unemployment,  combined 
with  falling  overtime  and 
bonuses,  have  already  had  a dev- 
astating effect  on  incomes  and 
Japanese  consumers'  desire  to 
spend.  In  February,  household 
spending  fell  3.4  per  cent  year  on 
year,  while  the  spending  itself 
fell  from  70.9  per  cent  to  67 A per 
cent  of  Income,  the  lowest  level 
since  records  began  in  1970. 

With  private  capital  spending 
and  consumer  consumption 
slumping,  fee  onus  has  fallen  on 
fee  public  sector  to  prevent  the 
economy  falling  into  a cycle  of 
decline.  The  government  has 
frontloaded  80  per  cent  of  its  pub- 
lic spending  this  year  into  the 
first  six  months,  and  there  are 
already  rumours  of  a supplemen- 
tary budget  for  September. 

But  there  are  limits  to  how 
much  debt  the  government  can 
issue  without  long-term  interest 
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rates  rising.  Already,  the  yield  on 
fee  benchmark  10-year  bond  has 
more  than  doubled  in  the  past  six 
months  to  1.64  per  cent.  The  dan- 
ger is  nterest  rates  could  rise  at  a 
time  when  the  government  is  try- 
ing to  ease  monetary  policy. 

If  fee  economy  does  continue 
to  slide  and  the  combination  of 
virtually  zero  short-term  interest 
rates  and  fiscal  stimulus  remains 
inadequate  to  generate  growth, 
Mr  Keizo  Obuchi,  the  prime  min- 
ister. and  bis  ruling  Liberal 
Democratic  Party,  win  be  faced 
wife  some  unappealing  options. 

With  an  election  to  the  lower 
house  required  before  autumn 
2000,  Mr  Obuchi’s  is  likely  to 
spend  as  much  money  as  possible 
in  key  constituencies.  But  such 
spending  sprees  often  have  little 
effect,  because  local  governments 
are  reluctant  to  spend,  or  be  dis- 
torting, because  they  are  skewed 
to  construction  projects.  Such 
policies  are  about  containing  the 
damage,  not  solving  the  econo- 
my's problems.  This  fiscal  stimu- 
lus is  just  too  late,  not  just  in 
time. 

There  is  a growing  body  of 
opinion  that  for  Japan  to  snap 
out  of  its  recession  requires  a 
short,  sharp  shock,  similar  to  the 
one  that  appears  to  have  galvan- 
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ised  South  Korea's  economy. 
Reform-mionded  bureaucrats 
argue  that  the  government 
should  stop  supporting  the  equity 
and  property  markets,  allowing 
them  to  fall  to  a level  where  the; 
can  drop  no  further.  This  would 
create  liquidity  in  the  market 
and  provide  a base  from  which 
investors  could  buy  with  confi- 
dence. It  would  also  force  Japa- 
nese companies  to  restructure 
more  quickly  and  deeply. 

However,  the  political  will  to 
implement  such  changes  is  non- 
existent. There  is  little  support 
for  such  ideas  within  the  ruling 
party  because  of  the  political 
damage  from  the  likely  sharp  rise 
in  unemployment  Nor  is  pres- 
sure likely  to  come  from  abroad. 
Top  US  officials  appear  hostile  to 
a policy  of  creative  destruction, 
calling  it  “The  Purge".  Their 
view  is  that  fee  global  economy 
is  not  robust  enough  to  cope  with 
a prolonged  recession  in  the 
world's  second  largest  economy. 

The  prospect  of  Japan  muddl- 
ing through  may  be  the  best 
option  for  fee  rest  of  the  world, 
but  it  may  not  be  what  Japan's 
economy  needs  to  bounce  back. 
The  sad  conclusion  is  Japan  may 
drift  further  downwards  before  it 
begins  to  improve. 


The  Bank  of  Japan  snaps  its  magic  wand 


The  deputy  governor  tens  Gillian  Tett  that  he  has  no  monetary  conjuring  trick  to  make  recession  disappear 


With  conventional 
spending  remedies 
exhausted,  some 
politicians  and 
investors  have  been  hoping  the 
Bank  of  Japan  will  wave  a magic 
wand  and  conjure  up  a happy 
Mvding  by  issuing  vast  amounts 
of  yen. 

Yesterday,  however,  Yntaka 
Yamagnchi,  fee  influential  dep- 
uty governor,  scotched  hopes 
that  the  Bank  would  do  anything 
like  feis.  In  a rare  interview,  he 
finally  admitted  what  few 
bureaucrats  have  stated  before: 


that  even  the  Bank  has  little 
faith  it  can  save  Japan  from 
deflation  by  itself. 

“I  believe  feat  we  have  reason- 
ably exhausted  all  the  policy 
measures,”  Mr  Yamagnchi 
declared,  pointing  out  feat  fee 
Bank  had  already  reduced  inter- 
est rates  to  almost  aero.  “I  think 
there  is  a Bunt  to  what  (more) 
monetary  policy  could  do.” 

Such  a stance  is  not  shared  by 
an  of  his  eight  fellow  members 
cm  the  Bank’s  policy  board.  Some 
have  recently  called  for  new  tar- 
gets for  monetary  growth  or 


inflation  in  a last-ditch  attempt 
to  boost  demand.  Politicians 
have  also  called  for  fee  Bank  to 
purchase  government  bonds. 

Mr  Yamagnchi  denies  feat  as 
inflation  target  would  help 
much.  **1  do  not  believe  feat  a 
simple  announcement  of  infla- 
tion targets  alone  wfll  be  enough 
to  produce  a turnabout  in  infla- 
tionary expectations  among  the 
public.”  And  he  insists  that  mon- 
etary targets  are  an  uncertain 
policy  Instrument  feme  Japan’s 
beleaguered  banks  will  need  to 
cut  their  assets  to  become  more 


profitable.  “I  don’t  think  quanti- 
tative easing  would  work 
because  there  Is  little  room  for 
manoeuvre  in  interest  rates  and 
there  is  a malfunctioning  of  the 
banks’  intermediary  role.” 

Critics  say  this  is  complacent 
Optimists  retort  that  It  shows  a 
'welcome  mood  of  realism.  In 
recent  weeks  some  bureaucrats 
appear  to  have  finally  accepted 
that  Japan  cannot  stave  off 
restructuring  with  magic  wands. 
Instead,  they  mutter,  it  would  be 
better  to  have  a bard  landing, 
and  use  the  shock  to  posh 


through  real  structural  change. 

Thus  far.  the  diplomatic  Mr 
Yamagnchi  is  not  calling  for  a 
hard  landing  himself:  he  simply 
notes  that  what  is  needed  is  a 
rethink  of  “the  entire  environ- 
ment around  consumers".  But 
with  an  election  looming,  the 
policy  battle  between  bureau- 
crats and  politicians  could  inten- 
sify. And  that  could  weaken  Urn 
bureaucrats.  Though  admitting 
there  is  no  magic  wand  might 
make  sound  economic  sense.  It 
does  not  look  a popular  message 
to  give  the  electorate. 


OBSERVER 


Custer  sets 
up  his  stand 

The  words  “shy”  and  “retiring" 
have  rarely  been  used  to 
describe  John  Charles  Custer  ■ 
Malone,  fee  cable  king  whose 
companyhas  just  become  the 
second-largest  investor  in  Rupert 
Murdoch’s  News  Corp. 

But  the  bflfionairB  liberty 
Media  boss  has  been  called 
almost  every  other  name  In  the 
book.  Vice  President  AJ  Gore 
once  compared  him  to  a.  certain 


non-voting  stock  In  the  media 
empire  of  his  old  sparring  partner 
Murdoch.  So  is  Malone  about  to 
morph  into  an  unassuming,  . 
passive  investor,  leaving  his  days 
as  a jedi  warrior  flex  behind  him? 
Don't  bet  your  fight  sabre  on  ft 


Liar,  liar 


increasing  cafae  rates  - but 
Malone  wasn’t  stirred.  “It’s  fun 
being  Dartti  Vader"  he  explained. 

Only  five  years  ago,  the 
ore-lime  McKinssy  consultant 
looked  set  for  obscurity  as  a - 
brave  but  foiled  cable  pioneer; 
then  along  came  test  year's  deed 
to  weto  together  his  TCI  cable 
business  wife  AT&T.  But  he’s 
always  been  a hard  player. 
Accruing  to  one  recent  book  by 
veteran  reporter  U Davis,  when 
the  ski  resort  of  Vail,  Colorado, 
demanded  better  things  to  watch 
and  no  price rise,  Malone  cut  off 
all  programming  for  a weekend, 
helpfuBy  screening  the  phone 
number  of  fee  ett/s  mayor  in 
case  viewers  wished  to  compfam. 

And  to  rumbustious  style 
proved  so  successful  that  by  the 
end  of  fee  1980s  even  some  of 
his  secretaries  were  stock 
mfflfonaires. 

But  now  he's  astounded  his 
audience  by  taking  only 


If  you  want  to  charm  Canada's 
finance  boss,  you’d  be  wail 
advised  not  to  breathe  a word 
about  bank  mergers.  The  whole 
subject  has  caused  Liberal  Paul 
Matin  countless  headaches. 

His  latest  migraine  comes  from 
a hotly  debated  passage  in  a 
recently  published  book  In  which 
he’s  quoted  as  calling  the 
country’s  leading  bankets  “Sara* 
over  their  assurances  about 
merger  plans. 

But  Martin  insists  he  was  . 
misquoted  by  the  author  of  The 
Bank s,  a veteran  Toronto  Star 
reporter.  He  says  he  merely 
called  fee  bankers  “rivals". 

Martin  was  angered  last  year 
[ when  two  of  fee  country's 
biggest  banks  made  a surprise 
announcement  feat  they  planned 
to  marge  - even  though  they'd 
previously  agreed  to  bide  their 
time.  Plans  for  another  bank 
get-together,  unveiled  shortly 
after,  added  to  his  woes  and  in 
the  end  he  blocked  the  deals. 

The  controversial  quote  has 
raised  questions  about  whether 
Martin  let  his  anger  over  the 
banks'  tactics  influence  his 
decision  to  nix  the  mergers.  He’s 
fired  off  letters  to  fee  chairmen  of 


Canada's  five  largest  banks, 
denying  he  ever  used  the 
L-word. 

The  reporter  stands  by  hts 
account  of  the  conversation  and 
I says  he’s  got  a high-quality  tape 
to  prove  it  In  return.  Marlin's 
office  has  hired  an  audio 
production  company  to  review 
the  finance  ministry's  own 
cassette  of  the  conversation.  But 
results  have  been  inconclusive. 
Anyone  got  an  aspirin?  The 
finance  minister’s  headache 
doesn’t  look  like  ifs  getting  any 
better. 


Coining  it 


No  one  ever  thought  justice 
came  cheap.'  But  ifs  proved 
pretty  high-priced  in  a proposed 
class  action  settlement  between 
fee  family  of  Ferdinand  Marcos, 
the  late,  not  terrWy  lamented, 
dictator  of  the  Philippines,  and 
some  of  his  victims. 

Marcos's  nearest  aid  dearest 
recently  agreed  to  pay  $15tim  to 
a group  of  nearly  10,000  victims 
of  claimed  human  rights  abuses 
that  included  torture,  extrajudicial 
Idlings  and  illegal  detentions. 

Under  fee  deal,  which  has  yet 
to  be  approved  by  fee  courts,  a 
legal  team  fed  by  US  lawyer 
Robert  Swift  wifi  receive  some 
$34.5m  for  fear  13-year  effort  to 
pursue  the  Marcoses. 

While  fee  foes  wiB  be  split  on 
as  yet  undisclosed  basis 
between  a team  thought  to  be 
about  30- strong,  there's  not 
much  doubt  that  the  advocates 


win  receive  rather  more  than  the 
$12,000  expected  to  be  doled 
out  to  each  of  Marcos's  victims. 

Which  sounds  all  very  just  - 
even  If  there's  rather  more  justice 
for  some  than  for  others. 

Happy  hoarding 

Ifs  time  to  stash  the  beans  in  the 
basement  The  prophets  of  doom 
are  worrying  themselves  and 
others  sick  about  the  millennium 
bug  - and  that,  for  some, 
means  a beautiful  business 
opportunity. 

Two  months  ago  Robert 
Thompson,  a forma'  street  kid 
and  dearly  a man  with  an  eye  for 
the  main  chance,  set  up 
Gnainstore.com,  a company  that 
wants  to  make  a pile  out  of 

stockpiling. 

His  brainchild  has  already 
shipped  25  trailer  toads  of  wheat, 
rice,  oats,  com  and  beans  - an d 
Thompson,  who  buHt  the 
Valencia  Independent  film  studio 
in  Hollywood,  supplies 
appropriately  basic  recipe  books 
as  well. 

So  far,  fee  customer  list 
includes  Mormon  churches, 
survival  stores  and  an  ear-doctor 
In  Florida. 

Whafs  more,  sheltering  the 
family  from  all  those  aeroplanes 
plunging  from  the  dues  needn’t 
break  the  bank.  For  5495, 
GraJnstore.com  promises  enough 
grain  to  feed  four  people  for  six 
months.  Presumably  the  pet 
parakeet  wont  go  hungry 
either. 


100  years  ago 

Yankee  Whisky  War 
In  France,  fee  consumption  of 
wine  last  year  dropped  by  300 
milEon  gallons,  but  still  stands 
at  almost  22  gallons  per  head. 
The  consumption  in  Germany 
has  decreased  by  49,500 
gallons,  or  from  229  to  1.34 
gallons  per  head.  The  United 
States  has  lust  doubled  its 
consumption,  the  total  amount 
accounted  for  being  slightly 
aver  32  million  gallons,  the 
amount  drunk  per  head  - 44  - 
being  double  that  of  1896. 
France  keeps  up  her 
reputation  for  drinking  forge 
quantities  of  wine,  the  amount 
drunk  there  being  three  times 
the  amount  drunk  in  Britain, 
the  States  and  Germany  put 
together. 

50  years  ago 

North  Atlantic  Pact 
Washington,  April  6.  Following 
fee  signing  of  the  North 
Atlantic  Pact  and  Its 
anticipated  ratification  by  the 
United  States  Senate,  fee 
Administration  is  expected  to 
i present  to  Congress  a 
proposal  to  provide  around 
$1 ,500m.  for  military 
Lease-Laid  aid  to  pact 
signatories  and  others.  In 
practically  all  discussions  it 
has  been  assumed  that  this 
would  represent  an  additional 
military  appropriation  here. 
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The  risks  of  war 


WTO  host  is  accused  of 
selling  top-level  access 


The  Kosovo  crisis  has  been  a virtual 
non-event  in  world  financial  markets. 
True,  the  euro  suffered  a downward  blip 
as  investors  steered  money  towards  the 
dollar’s  safe  haven  - a move  partially 
reversed  after  yesterday’s  ceasefire  from 
Belgrade.  But  investors  have  been  largely 
unconcerned.  Indeed,  both  the  US  and  UK 
stock  markets  have  hit  new  peaks  this 
week. 

Is  this  insouciance  rational?  It  rather 
depends  how  the  crisis  unfolds.  If  Slobo- 
dan Milosevic  eventually  gives  in  to 
Nato’s  demands  to  pull  Serb  troops  out  of 
Kosovo  - and  maybe  yesterday’s  ceasefire 
is  a signal  that  his  resolve  is  cracking  - 
investors  can  sleep  easily.  But  there  are  at 
least  two  other  plausible  scenarios:  that 
ground  troops  will  have  to  be  sent  in  to 
expel  Serb  troops;  or  that  Nato  will  lack 
the  will  to  finish  the  job. 

Neither  Is  likely  to  be  good  for  markets. 
True,  Serbia  is  irrelevant  from  a global 
economic  perspective:  it  is  small,  fairly 
poor  and  largely  closed  to  trade  following 
years  of  sanctions.  However,  there  could 
be  an  impact  on  the  risk  premium  which 
helps  determine  the  valuation  of  financial 
assets.  A ground  war  would  raise  obvious 
risks.  The  consequence  of  a scenario  in 
which  Nato  foiled  to  finish  the  job  might 
be  less  direct. 

But  given  that  part  of  the  explanation 
for  the  bull  market  is  that  the  end  of  the 
Cold  War  cut  the  risk  premium  by  making 
the  world  safer,  such  a blow  to  Nato  credi- 
bility should  be  bearish. 


News  Corporation 

ADR8  refatfre  to  die  S&P  Entertainment  sector 


with  News  Corp  shares.  News  Corp  will 
then  sell  that  business  on  to  Fox,  in 
return  for  more  non-voting  stock  in  Fox. 
There  must  be  simpler  ways  of  deal- 
making. but  apparently  not  when  tax 
experts  get  involved. 

From  Fox’s  perspective,  the  deal  makes 
straightforward  commercial  logic.  Owning 
a clutch  of  regional  sports  programmes 
outright  should  mean  easier  cross-promo- 
tion of  Fox  products.  More  intriguing  is 
how  Mr  Malone  will  use  his  new  clout  as 
News  Carp’s  second  largest  shareholder. 
A Murdoch/Malone  double-act  can  surely 
not  be  comfortable  for  rivals  like  Time 
Warner  and  Disney. 


presidential  election  may  revive  the 
debate  about  healthcare  reform  that  hit 
American  drug  stocks  in  the  early  1990s. 
So  where  does  the  greatest  opportunity 
lie:  in  pushing  US  spending  higher,  or  in 
releasing  pent-up  demand  in  Europe? 

Thanks  to  the  internet,  information  on 
diseases  and  treatments  is  circulating 
more  freely  in  Europe.  This  will  stimulate 
not  only  demand  but  a willingness 
to  pay. 

Investors  currently  view  such  changes 
as  a long  way  off.  And  European  compa- 
nies, too,  are  paying  homage  to  the  US 
market  by  beefing  up  their  transatlantic 
sales  forces.  Some  may  also  go  a step 
further  and  engage  in  transatlantic  merg- 
ers. But  the  advantages  of  the  US  are 
already  in  share  prices.  The  biggest  scope 
for  a rerating  lies  in  consolidation  within 
Europe. 


By  Haney  Dunne  in  Washington 


MCI  WoridCom/Nextel 


Pharmaceuticals 


News  Corporation 


News  Corporation  shares  are  all  the 
rage  after  a lacklustre  few  years  relative 
to  its  US  entertainment  peers.  Now  not 
one  but  two  media  moguls,  John  Malone 
and  Prince  Alwaleed  Bin  Talal,  want  to 
fill  their  hoots  with  the  non-voting  ADBs. 
Valuation  arguments  aside.  It  Is  some- 
what surprising  that  their  interest  has 
alighted  on  News  Corp  rather  than  the 
newly-quoted  Fox  Entertainment  Group, 
which  contains  the  more  glamorous  bits 
of  News  Carp’s  US  empire,  such 'as  sports 
rights  and  films. 

Another  oddity  is  the  structure  of  the 
deal  struck  between  News  Corp  and  the 
Malone-con  trolled  Liberty  Media  Corpora- 
tion. News  Corp  is  buying  Liberty's  share 
of  a joint  venture  with  Fox,  and  is  paying 


AstraZeneca  made  its  debut  yesterday 
at  an  apparently  inauspicious  time  for 
European  drugs  stocks.  The  good  news 
about  drag  launches  seems  to  be  domi- 
nated by  US  companies,  the  bad  by  the 
Europeans.  US  market  growth  - In  double 
digits  - is  roughly  double  the  European 
rate.  All  the  virtues,  notably  well  funded 
clients  and  freedom  to  advertise,  seem  to 
lie  in  the  US.  All  the  vices,  such  as  stingy 
government  clients,  seem  to  reside  in 
Europe.  No  wonder  the  European  drugs 
sector  has  underperformed  its  US  counter- 
part by  more  than  40  per  cent  tn  the  past 
five  years. 

- But  how  long  can  this  divergence  go 
on?  In  the  US,  spending  on  healthcare 
already  consumes  about  14  per  cent  of 
gross  national  product,  up  to  twice  as 
much  as  In  EU  countries.  Next  year's 


Mobile  phones  are  telecommunications' 
current  hot  product.  Yet  MCI  WorldCom, 
one  of  the  industry’s  hottest  companies, 
has  no  wireless  presence.  It  is  no  wonder 
that,  after  briefly  flirting  with  Airtouch  in 
January,  it  Is  now  apparently  talking  to 
Nextel  Communications,  one  of  the  last 
independent  wireless  providers  In  the  US, 

Closing  such  a glaring  gap  in  Its  prod- 
uct portfolio  is  surely  right.  But  Nextel 
might  be  the  wrong  target.  Its  radio-based 
technology  has  a narrower  spectrum  than 
either  cellular  or  PCS,  which  could  lead  to 
long-term  capacity  constraints.  And  with 
its  loyal  but  largely  blue-collar  customers, 
it  may  not  be  tbe  best  vehicle  for  holding 
on  to  MCI  WorldCom’s  traditional  big 
business  customers  as  they  switch  their 
long-distance  traffic  from  wireline  to  wire- 
less. In  addition.  Nextel’s  phones  and  netr 
work  equipment  are  made  only  by  Moto- 
rola, so  WorldCom  would  not  benefit  from 
competition  between  suppliers. 

Nextel  would  also  be  expensive  at  over 
$20bn,  including  $7.4bn  of  net  debt  Since 
it  is  still  draining  cash  as  it  builds  out  its 
network,  a straight  acquisition  would 
dilute  MCI  WorldCom’s  earnings  by  25  per 
cent  - which  Benue  Ebbers,  chief  execu- 
tive. has  always  shied  away  from.  Instead, 
be  could  buy  Sprint  PCS  or  bid  for  new 
third-generation  cellular  licences  and 
build  his  own  network.  Nextel  is  not  MCI 
WorldCom's  only  chance  to  go  mobile. 
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International  companies  have  been 
invited  to  help  pay  for  the  World 
Trade  Organisation's  ministerial 
meeting  in  Seattle. 

This  has  prompted  claims  that  the 
city's  host  committee  Is  selling 
access  to  government  officials. 

The  Seattle  Host  Organisation, 
which  Is  seeking  to  raise  $9 -2m  for 
tbe  ministerial  meeting,  has  sent  a 
fundraising  letter  to  companies 
around  the  world. 

Those  company  representatives 
will  be  attending  a parallel  private 
sector  conference,  in  late  November 
while  the  WTO  discusses  the  launch 
of  a new  round  of  trade  negotiations. 

Non-governmental  organisations, 
which  are  also  seeking  a voice  in  the 
negotiations,  contend  they  are  being 
sidelined. 

Dan  Sellgman  of  the  Sierra  Club, 
an  international  environmental 
group,  said  the  host  organisation 
had  gone  too  for.  “This  is  about  buy- 
ing access  to  government  without 
provision  for  equal  treatment  of 
other  interest  parties,"  he  said. 

Pat  Davis  of  the  host  organisation 


responded:  “We’re  going  to  have  to 
get  400  contributors-  No  individual 
company  will  be  able  to  say  they 
bought  ibis  meeting.  But  if  you're 
going  to  give  more  than  *200,000, 
you  might  want  more  than  a card- 
board mug  out  of  it.” 

Officials  at  tha  WTO  In  Geneva 
also  expressed  concern  and  said  the 
trade  organisation  would  be  running 
the  talks,  not  the  host  committee. 

“It  is  tbe  responsibility  of  the  host 
nation  to  fund  the  ministerial  con- 
ference,” said  Keith  Rockwell, 
spokesman  for  the.  WTO.  “The  way 
in  which  they  arrange  for  funding  is 
their  business.  However,  they  would 
have  to  follow  WTO  rules  and  guide- 
lines.” 

While  it  has  become  common  for 
the  private  sector  to  meet  alongside 
government  officials  in  multilateral 
maatings.  non-go vemm en tal  organi- 
sations nifltm  the  host  organisation 
is  tyngaging  in  strategies  reminiscent 
of  American  political  fundraising. 
Those  giving  the  most  money  are 
promised  the  greatest  access  to  dele- 
gates and  the  highest  visibility. 

There  are  six  “sponsorship  lev- 
els".Companies  which  donate  at  the 


highest  level  will  be  able  to  bring  -.  •*. 

five  guests  to  opening  and  closing  -y.  - 

receptions,  five  guests  to  the  minis-  -Vsii 
terial  dinner  and  four  guests  to  ia-  -: 

business  conference.  They  get  Brief-.  . E 

bag  updates  on  the  progress:  pLiteV  -y---  ^ V- 

meeting,  press  events  and  "signage  ' : 
and  display"  of  corporate  matsfojs.  -j-,v 
Durlng  tbe  conference  they  , win 
also  be  brought  together  with  in^  ^^. 
try  leaders  senior  goyerntneat  V.  L ' 
officials.  '-^s, : 

Aside  from  the  fundraisihg  tactifi^  M-.  (. 
concerns  have  also  been  rmaed'.l^H  : 

Airbus,  the  European  aerospaefe-esmr^-.- 
sortiuzo,  because  its  US  rival;  Budagov- 
is  co-cbairing  the  Seattle  Hqstv^ 

Organisation  with  Microsoft,  who 
are  also  a Seattle  based  com^nyp  ^:: 

The  ministerial  meeting' -is 

expected  to  bring  many,  thousands  at;’  r.; 
protesters,  who  oppose  trade  liberal-' . 
isation.  They  often  accuse  govem^  ^--. 
meats  of  letting  business . unite;  ■ 
world  trade  rules  at  the  expense  ;pf  ; 
the  public  interest.  Ralph  Nader.-the  , / 
consumer  rights  activist,,  is  reported 
to  have  rented  a parking  lot  nextto  ; l-‘ 
the  ministerial  meeting  centra  for.- 
protests,  and  there  have  been  more  ”,  < 
concerns  than  usual  about  security.; ' •"! 


Bank  of  Japan  warns  of  risk 
of  consumer  price  deflation 


By  6H8an  Tatt  and 
Paul  Abrahams  in  Tokyo 


Japan's  economy  risks  facing  its 
first  real  bout  of  consumer  price 
deflation  later  this  year,  because  the 
prospects  for  economic  recovery 
remain  weak.  Yutaka  YamaguchJ, 
the  Bank  of  Japan's  deputy  gover- 
nor, warned  yesterday. 

Mr  Yamaguchi  said:  “There  is  rea- 
son to  believe  that  downward  pres- 
sure on  prices  could  intensify  in  the 
coming  quarters.  The  price  outlook 
for  1999  lias  to  be  rather  weak.  How- 
ever, if  you  are  talking  about  minus 
2 per  cent  deflation  in  the  CPI  [con- 
sumer price  index]  then  that  sounds 
a bit  too  large  on  tbe  negative  side." 
Last  year,  the  CPI  grew  at  just 
0.7  per  cent. 

Mr  Yamaguchi  added  that  this 
deflationary  risk  could  be  averted  “If 
economic  activity  improves". 
Although  the  Bank  believes  that 
there  could  be  improvement  in 
industrial  production  in  the  coming 
months,  be  sees  little  prospect  of  a 
significant  recovery  in  consumer 


spending  or  capital  investment  soon, 
which  together  account  for  about 
60  per  cent  of  the  economy.  “There  is 
a substantial  gap  between  available 
capacity  and  actual  output.  Leading 
businesses  are  looking  at  disposing 
of  capital  stock  rather  than  increas- 
ing it"  Mr  Yamaguchi  said. 

“It  is  difficult  to  envisage  a robust 
recovery  in  consumer  spending 
when  major  businesses  are  restruct- 
uring themselves  seriously." 

The  comments  are  likely  to  be 
scrutinised  by  tbe  ffnanerai  markets, 
because  Mr  Yamaguchi  is  considered 
to  be  one  of  the  most  influential 
figures  in  government. 

A new  battle  between  bureaucrats 
and  politicians  over  economic  policy 
is  likely  to  break  out  in  the  coming 
months.  The  government  of  Keizo 
Obuchi  has  insisted  that  the  econ- 
omy will  expand  by  0.5  per  cent  this 
fiscal  year.  Bureaucrats  fear  that,  in 
an  effort  to  achieve  that  target,  the 
prime  minister  may  be  tempted  to 
pass  another  supplementary  budget 
this  autumn  and  create  a further 
large  spending  package. 


However,  Mr  Obuchi  is  likely  to 
run  into  fierce  opposition  from  the 
ministry  of  finance,  which  is  coit 
oeraed  about  the  effect  of  additional 
issuance  of  government  bonds  on 
long-term  interest  rates  and  the 
nation's  long-term  fiscal  position.-  - 

Mr  Yamaguchi  said  he  was  against 
inflation-targeting  as  a method  of 
tackling  the  deflationary  problem. 
He  did  not  believe  that  setting  tar- 
gets in  itself  would  affect  consumer 
expectations.. 

He  added:  “It  is  difficult  to  estab- 
lish credible  targets  because  of  the 
lack  of  credible  instruments." 
Short-term  interest  rates  are  almost 
zero  in  Japan. 

“Targeting  monetary  growth 
would  be  difficult  because  banks 
needed  to.  cut  assets  to  become  more. 
profitable  in  the  future,”  he  said.  ”1  ‘ 
don’t  think  quantitative,  casing 
would  work  because  there  is  mal- 
functioning of  the  banks'  Intermedi: 
ary  role." 
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NEW  ISSUE  CREDIT  SUISSE  FIRST  BOSTON  WAS 

LEAD  MANAGER  OF  THIS  SUCCESSFUL 
December,  1998  DEBUT  LONG  DATED  BOND  ISSUE. 


THROUGH  OUR  KNOWLEDGE  OF  THE 
£200,000,000  STERLING  BONO  INVESTOR  BASE  AND 
PROVEN  PLACEMENT  ABILITY,  WE 
WERE  ABLE  TO  IDENTIFY  THE 


'AY pic 


IMPORTANCE  OF  OBTAINING  LONG 
TERM  CREDIT  RATINGS,  ACHIEVE 
I A HIGH  QUALITY  INVESTOR  PROFILE 
AND  SO  PROVIDE  A FOUNDATION  FOR 
FUTURE  FINANCING  OPPORTUNITIES 


6.125%  Notes  due  2018  f°Rourclent. 


SAFEWAY  IS  A LEADING  GROCERY 
RETAILER  IN  THE  UK. 
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ofi»:c6nsjdered  the  new  face  of  Germany's 
b**fr*  s«ctor.  Bayartsche  HypoVereinsbank 
i Ijheoourttsrs  targest  post-war  banking  meraw, 

| Btslrviool^o  to  rosurrect  its  reputatiai7ior  cSu- 
I t$ri*$8rproperty  tosses  forced  the  resignation 
apovisory  board  chairman.  Page# 

» with  many  parts 

Less  than  24  hours 
after  signing  an  alienee 
with  Renault  to  give  the 
French  carmaker  a 
controlling  stake  in  Nis- 
san Motor,  Yoshikazu 
Hanawa,  Nissan  presi- 
dent (left),  called  the 
company's  parts  sup- 
^ pflers  to  its  headquar- 
ters.  His  message  was 
simple:  lower  your 
costs  or  risk  losing  our 
-buatoees.  The  meetings  sent  a shiver  through 
Japan's  togest .automotive  keimtsu.  Page  21 

litotes  convinces  the  doubters 

Investors  and  customers  appear  to  be  buying-in 
tp  Nortel  Networks'  new  strategic  direction. 
Nortefe  shares  tumbled  last  summer  amid  con- 
cerns over  the  company’s  expansion  into  data 
networking  and  the  US$8.9bn  acquisition  of  Bay 
{Wworks..But  market  sentiment  has  changed 
drtinwticafly  In .the  last  half  year.  Page  22 

l^mvten  zinc  mine  recovers  shine 

f iTw  the Mjfo  Andean  mining  town  of  Cerro  de 
► Pasco  te  as  run  down  as  ever  is  not  entirely  the 
tort  of  Centromin,  the  company  formed  when 
Peru’s  military,  nationalised  the  US-owned  Cerro 
<fe  Pasco  Corporation.  Equally,  neither  the  state 
par  Centromin  has  improved  life  in  Cairo.  But, 
art  AprS  19,  the  mine  wiN  be  privatised.  Page  28 

Bate  cut  hope  pushes  sterling  lower 

Expectations  that  the  Bank  of  England's  mone- 
taayjjoBcy  committee  will  resume  its  cuts  in  UK 
interest  rates  briefly  pushed  the  pound  to  an 
IB-month  low  against  the  dollar.  Page  27  .» 

Workers  on  the  suggestion  Hne 

Three  years' ago,  American  Freightways’  13,300 
tf&ff  dropped  about  one  offering  a month  into  - 
^wooden  “suggestions”  box.  Now  it  has  a 
contract  with  an  outsourced  telephone-based 
employee  feedback  service  - and  receives  200 
cafe  a month  torn  Its  workforce.  Page  24 

Cantor  switch  pressures  Chicago 

The  Cantor  Financial  Futures  Exchange,  the  first 
electronic  futures  maricetj'n  the  US,  launched  Its 
fufly-intersetive  tading  system,  renewing  pres- 
sure  on  the  Chicago  Board  of  Trade  Page  26  - 

dippy  feces  his  come-uppawe 

CBppy.the  Irritating  bug-eyed,  paper-dip  char- 
actar  who  pops  up  every  tone  you write  a letter 
on  Microsoft  Wand,  Is  a markedman.  ZDnet,  is 
runhfefi  a "KB  Cfippy"  feature  offering  ways  to  . 
subdue,  or  enniHflate,  the  Rttte  tyrant.  Page  24 


Gillette  shares  tumble  as  growth 


Company  blames  Brazilian  recession 
and  falling  Real  for  slide  in  earnings 
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By  Victoria  Griffith  in  Boston 

Shares  in  Gillette  tumbled 
almost  12  per  cent  in  early 
New  York  trading  yesterday. 

The  fail  followed  warnings 
by  the  US  «nnwiww  products 
group,  best  known  for  Its 
razors  and  Duracell  batteries, 
that  its  first-quarter  earnings 
would  Call  short  of  analysts* 
estimates.  After  the  close  of 
trading  on  Monday,  Gillette 
blamed  weakness  in  Latin 
America  and  in  its  Braun  eleo- 
trical  appliances  division. 

It  said  sales  growth  would  be 
in  the  low  single  digits,  first- 
quarter  earnings  are  now  fore- 
cast at  24  cents  a share, 
against  expectations  of  25 
cents,  according  to  the  First 
Call  research  group. 

Since  hitting  a peak  of  464% 
on  March  23,  the  stock  has  lost 
almost  22  per  cent  of  its  value. 
At  midday  yesterday,  Gillette 
shares  were  trading  at  $524. 

The  stock  was  already  under 
pressure  after  Goldman  Sachs 
cut  its  sales  forecast  last  week. 
At  the  same  time,  nm>  of  fill. 
lette’smain  shareholders. 


investment  group  Kohlberg 
Kravis  Roberts,  decided  to 
shed  at  least  half  its  holding  in 
the  group. 

Although  Gillette  said  it 
expected  to  return  to  its  his- 
toric growth  rate  of  15-20  per 
-cent  in  the  half  of  tWia 

year,  some  analysts  believe 
this  is  over-optimistic. 

Catherine  Lewis,  at  Morgan 
Stanley  Dean  Witter,  said  she 
was  “no  longer  confident"  the 
company  could  generate  earn- 
ings per  share  growth  of 
between  15  and  20  per  cent 

During  the  last  quarterly 
results  announcement,  Al 
Zeieu.  Gillette  chief  executive, 
said  the  devaluation  in  Brazil 
might  help  the  company  by 
making  it  cheaper  to  manufac- 
ture goods  there. 

Gillette  has  a large  export- 
oriented  factory  In  the  coun- 
try. But  the  company  is  now 
blaming  the  fail  in  the  Real,  as 
well  as  the  accompanying 
recession  in  Brazil,  for  much 
of  its  first-quarter  troubles. 

Adding  to  the  uncertainty, 
fh*»  company  Is  going  through 
sweeping  changes  following 


Gillette 


The  Firsf  Triple  Blade  ftoxor... 


large-scale  restructuring.  Next 
week,  just  after  the  company’s 

annnai  meeting,  Mr  Zeien  will 
band  the  chief  executive’s 
reins  to  Mfcfcahl  Hawley,  the 
company's  current -president 
Under  Mr  Zeien,  Gillette 
became  one  of  the  best  per- 
forming companiep  in  the  US, 


In  terms  of  both  sates  growth 
and  stock  price. 

With  mature  razof  «»d  blade 
markets  in  the  US.  be  expan- 
ded overseas,  particularly  in 
developing  countries,  and 
invested  heavily  In  research 
and  ’ development.  Those 
investments  culminated  in  the 


popular  Sensor  razor  earlier 
this  decade,  and  the  three- 
blade  Machs  razor. 

Since  then,  the  razor  and 
Tiiaria  division  hoon  grow- 
ing strongly.  US  razor  and 
blade  sales  are  expected  to 
increase  by  more  than  10  per 
cant  in  the  first  quarter. 


Reed  Elsevier  directors  quit  amid  turmoil 


By  Cathy  Newman 
in  London 

Reed  Elsevier’s  troubled 
search  for  a chief  executive 
erupted  in  acrimony  yester- 
day, after  two  . directors  of  the 
Anglo-Dutch  publisher 
resigned  and  discussions 
ended  with  the  leading  candi- 
date for  the  job. 

The  72-year-old  founder  of 
Elsevier.  Pierre  Vlnken,  and 
; his  colleague  Loek  van  Vollen- 
hoven,  resigned  as  members  of 
the  Elsevier's  supervisory 
board  and  as  directors  of  Reed 
Elsevier-  They  stepped  down  at 


a special  board  meeting  yester- 
day, citing  "differences  of  opin- 
ion over  the  management  of 
tile  recruitment  process". 

The  company  simulta- 
neously said  it  had  abandoned 
telVc  with  the  favourite  candi- 
date for  the  post  of  chief  exec- 
utive - Jonathan  Newcomb, 
chairman  and  chief  executive 
of  Simon  & Schuster,  the  US 
book  publishing  group. 

It  declined  to  clarify  why  it 
had  ceased  talks  with  Mr  New- 
comb. It  said  only  its  search 
for  a chief  executive  "will  not 
now  be  cond nded  as  quickly 
as  had  been  hoped”. 


In  a separate  statement,  Mr 
Vlnken  and  Mr  van  Vollen- 
hoven,  they  said  they  had 
resigned  because  the  "objec- 
tive [the  appointment  of  a 
chief  executive]  has  not  been 
realised”,  despite  starting  in 
August  in  1998.  As  a result,  the 
"chairman  of  the  Recruitment 
Committee  should  have  drawn 
the  necessary  oonduaions  »n4 
resigned".  They  added:  "We 
were  not  prepared  any  longer 
to  accept  responsibility  for  this 
state  of  affaire." 

The  breakdown  was  a far- 
ther setback  far  Reed  Elsevier, 
which  has  taken  much  longer 


thar|  plannpd  tO  appoint  a Sin- 
gle chief  executive.  The  move 
is  a departure  for  the  group, 
which  previously  divided 
senior  responsibilities  between 
a British  and  a Dutch  execu- 
tive. However,  people  close  to 
the  company  denied  the  latest 
difficulties  were  due  to  an 
Anglo-Dutch  split 

- The  board,  unanimously 
accepted  the  two  nwgpiatinnii 
yesterday  afternoon.  Mr  Vln- 
ken  bad  been  due  to  retire  at 
Elsevier's  April  14  annual 
meeting.  The  company  would 
not  be  drawn  on  reasons  for 
the  differences  of  opinion. 


Europe’s  junk  bond  market  shows  signs  of  life 


By  Edwanf  Luce  and 
Kfcozam  Merchant 


The  European  junk  bond 
market  has  qpung  back  to  Hfie 
with  a number  of  UK  and  con- 
tinental companies  launching 
high-yield  borate  in  the  -next 
few  days. 

The  revival  of  the  European 
market,  which  in  effect  dosed 
down  , after  the  Russian  debt 
default  last  August,  follows 
the  recovery  of  the  US  junk 
bond  market  over  the  last  few 
weeks  with  $25hn  worth  of 


bonds  issued  in  the  first  quar- 
ter of  1999. 

European  telecoms  compa- 
nies - iti rending  UK-based 
NTL  which  will  launch  a 
£20Cto  ($322m)  bond  this  week 
- have  led  the  recovery  in  pri- 
mary market  Issuance. 

Others,  including  Jazztel, 
the  -Vpintei*  teinmnw  company 
which  was  the  first  entity  from 
Spain  to  issue  a high-yield 
bond,  tapped  the  market  with 
a emTHterauninated  bond  just 
before  the  .Easter  break. 

Laviphann,  a Greek  pharma- 


ceuticals company  and  Fair- 
child  Corp,  a UK  aerospace 
company,  are  expected  to  issue 
Buro-denominated  bonds  In  the 
near  future.-. 

Dura  Automotive,  a UK  com- 
pany, and  Doncaster,  a UK 
engineering  firm,  are  also 
expected  to  launch  sterling 
and  euro  bonds. 

"The  market  is  definitely 
back  to  where  it  was  before 
the  Russia  crisis,"  said  John 
Wotowicz,  head  of  European 
high-yield  at  Morgan  Stanley. 
“The  next  few  weeks  looks  Bke 


a full  calendar."  Officials  attri- 
bute the  recovery  to  the 
absence  of  any  global  financial 
shocks  since  Brazil  was  com- 
pelled to  float  the  real  in  Janu- 
ary - it  can  take  up  to  three 
months  to  prepare  a junk  bond 
offering. 

“Investor  demand  for  Euro- 
pean high-yield  has  been 
strong  all  year  but  some  bor- 
rowers have  been  nervous  of 
starting  long  road-shows  only 
to  find  there  is  another  crisis 
by  the  end  of  it,"  said  one. 

According  to  Morgan  Stan- 


slows  Credit 

Suisse 
seeks  talks 


over  probe 

By  fiffian  Tai!  in  Tokyo 
and  Ctay  Harris  fa  London 


Senior  officials  at  Credit 
Suisse  are  trying  to  negotiate 
with  Japan's  Financial  Super- 
visory Agency  over  the  inspec- 
tion of  the  bank’s  operations 
in  Tokyo,  it  has  emerged. 

Rainer  Gut,  global  chairman 
of  Credit  Suisse's  operations,  is 
expected  to  travel  to  Tokyo 
this  week,  partly  to  meet  with 
the  FSA  regulators,  company 
officials  have  Indicated. 

In  recent  days,  other  senior 
global  officials  from  Credit  Sui- 
sse First  Boston,  the  group's 
investment  bank,  have  also 
Trfldp  py  contacts  with 
the  FSA  in  Tokyo. 

The  bank's  London  and 
Swiss  operations  fear  that  the 
conclusions  of  the  FSA  inspec- 
tion, which  covers  compliance 
procedures,  could  undermine 
its  Japanese  operations. 

The  inspection  marks  the 
first  time  the  FSA  lias  con- 
ducted a surprise  investigation 
of  a non-Japanese  bank. 

The  FSA  has  refused  to  dis- 
cuss the  case  in  public,  but  the 
inspection  is  understood  to 
include  an  investigation  into 
whether  Credit  Suisse  has 
helped  Japanese  clients  such 
as  Long  Term  Credit  Bank  to 
“window  dress"  their  Uniwiriai 
accounts  in  recent  yeans.  This 
refers  to  ploys  used  to  flatter 
year-end  results 

The  case  was  triggered  by 
material  which  the  FSA  gath- 
ered last  year  during  its  sepa- 
rate inspection  into  Japan's 
largest  19  banks.  The  cooclu- 
sions  are  likely  to  be  closely 
watched  by  other  Western 
bankers  in  Tokyo. 

Credit  Suisse  has  refused  to 
comment  in  public  on  the 
inspection,  which  started  in 
mid-January.  "We  understand 
this  is  part  of  the  normal  regu- 
latory work  of  the  FSA"  it 
said. 

Some  Japanese  media 
reports  have  claimed  recently 
that  the  FSA  is  considering 
reprimanding  the  Swiss  bank. 
In  the  worst  case,  this  might 
include  a temporary  suspen- 
sion of  part  of  OS’s  banking 
licence. 

However,  the  case  is  expec- 
ted to  continue  for  several 
more  weeks. 

Some  Western  lawyers 
believe  the  FSA  will  find  it  dif- 
ficult to  produce  conclusive 
evidence  of  wrongdoing  at  any 
Western  bank  because  of  ambi- 
guities in  interpretations  of 
Japanese  financial  laws  in 
recent  years. 


However,  it  appeared  there 
was  a split  between  the 
younger  generation  of  manag- 
ers and  Mr  Vinken  and  Mr  van 
Vollenhoven,  who  were  both  at 
Elsevier  long  before  it  merged 
with  Reed  International,  the 
UK  publisher,  in  1993. 

The  news,  which  came  after 
the  stock  market  closed,  fol- 
lowed a series  of  announce- 
ments which  have  adversely 
affected.  Reed  International's 
share  price  over  the  past  year. 
Last  month,  the  group 
reported  disappointing  results. 
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ley’s  European  high-yield 
index,  average  yields  on  Euro- 
pean junk  bonds  have  fallen 
from  a high  of  almost  13  per 
cent  last  October  to  nine  per 
cent  this  week  - marginally 
higher  than  yield  levels  prior 
to  fho  Russian  devaluation. 

Bankers  Trust,  said  that 
there  had  been  nine  high-yield 
bond  offerings  by  European 
companies  In  either  sterling  or 
euros  this  year,  three  of  them 
In  the  last  week. 

At  least  five  more  are  expec- 
ted within  the  next  fortnight- 


JOIN  THE  WORLD'S  N 


BARRY  RILEY 


Closed-end  escape  routes 


Yesterday  marked  the 
beginning  of  the  UK’s  tax  year 
and  the  start  of  company  tax 
changes  that  could  prove 
especially  challenging  for..  . 
investment  trusts,  the 
closed-end  investment  fixnds. 
that  are  struggling  to  improve 
fheir  stock  market  status. 

All  kinds  of  British  com- 


buy  back  their  equity.  But 
investment  trusts  are  under 
particular  pressure  to  do  so 


at  which  their  shares  trade 
compared  with  net  asset  value- 
has  widened  lionr4  to  12  per 
cent  over  the  past  five  years.  A 
shareholding  in  a typical  trust 
has  mdeiperfbrined  the  - 
All-Share  Index  return  by 
more  than  20  per  cent  orer 


However.many  trust 
managers  are  apprehensive  ■ 
abemt  buybacks.  Mopping  up 
some  loose  sfcxk  migbt  not  be 
a problem,  but  nbbody. knows 
the  extent  of  contraction 
required  tosqueeze  the 
discount  back  to.  say,  5 per 
centAlready  authorisations 
for  120  buyback  programmes 
have  been  sought  Few  have . 
bean  impfemanted  but  at  toe 
recent  rate  of  attrition, 
including  takeovers  and 
restructurings,  the  £SRbi 
($9&6bri>  sector  wotfld-laigdy 
disappear,  in  10  years. 

Honey  . unlike  mud,  does  cot 
always  stick.  AWilough 
Merixay  European 

Privatisation  Trust,  for 


stock,  its  discount  remains 
wide  at  neatly  18  per  cent 
(although  there  has  been  some 
benefit  to  the  net  asset  value). 

MEPT’s  rttecnmit.  fa  gfmftar 
to  that  of  the  sector's  flagship 
.fond,  Foreign  A Colonial.  One 
fund  cannot  solve  the  discount 
problem  on  its  own.  If  ft  tries, 
arbitrage  will  simply  restore 
the  status  quo.  - 

Across-tto-board  buybacks 
would  be  hard  to  organise. 
Trusts  that  refixsed  to 
cooperate  would  benefit  as 
much  from  a general 

contraction  as  those  which 
Mta  the  ballet. 

The  industry's  trade 
association,  toe  ATTC,  would 
prefer  to  emphasise  positive 
marketing  plans  rather  than 
defensive  repurchases.  It  is  . 
trying  to  persuade  member 
trusts  to  agree  to  a generic 


thre&years  timnjng  a buyback 

programmed 16  per  cert  of  its 


£27&h  in  year  one.  There  are 
rtmams  of  Jumping  on  to  the 
bandwagon  of  stakeholder 
penatong  in  2QQL  But  a Step 
change  in  marketing  costs 
might  be  reflected  in  a farther 
discount  widening. 

Meanwhile,  the  . 
tedhzncabtiea.of  buybacks  are 
praoocupyiog  investment 
-bankas.  Clumsy 
impfeateBteOpU  TTdgfat  band 
many  benefits  to  market 
mates.  Some  fear  buybacks 
would  fail  to  get  institutional 
investors,  which  own 
twqfhtrds  of  trust  shares,  oat 
anywhere  near  asset  value. 

Investment  trusts  are  retail 
i vehicles  that  have  become 
; institutionally  owned  largely 
by  defeult,  although 


institutions  may  be  willing 
long-term  holders  of  certain 
specialist  fluids.  £220m  has 
already  left  the  sector  through 
recent  repurchases  by  28  trusts 
without  visibly  denting 
discounts. 

Repurchasing  at  these 
discounted  market  prices 
penalises  the  sellers  and 
rewards  ocoatinniag  investors. 
Trust  directors  may  consider 
that  bias  to  be  appropriate,  but 
such  tactics  may  also  serve  to 
legitimise  wide  discounts.  The 
alternative  of  buying  at  net 
asset  value,  turning  the  trusts 
into  quasi  open-ended  funds, 
would  be  fairer  to  the  sellers 
but  might  cause  headlong 
shrinkage. 

Investment  trusts  most  cot . 
sacrifice  their  fundamental  - 
advantages.  Their  closed-end 
structure  permits  them  to 
pursue  long-term  strategies, 
ind offing  investment  in 
illiquid  assets,  audio  employ 
leverage  through  long-term 
borrowings.  The  provision  of 
continuous  secondary  liquidity 
to  investors  should  not  be  the  . 
dominant  issue-  Plenty  of  - - 
successful  retail  investment 
prophets,  after,  all,  impose  big  ; 
early  jyiemptioa  penalties, 

Even -long-term  Investors, 
however,  can  reasonably  ' - 
expqct  occasional. . 
opportunities  So  avoid  the  - 
dtecouht^ ^SetSxag’redemptiQn 
cptions  every.few  years  may  - 
prove  a more,  frtdtfnl  approach 
than -the  debilitating  dram  of 
repeated  buyback  programmes 
which  offer  no  certainty  of  • 
adhering  their  objectives  at 
an  acceptable  cost 
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Al  Fidelity  we're  mser^iotaQy,  100%  dedicated 
' rtnn»kjngyojir  money  makenwre  money. 

U'swfast  we.db  best  It’s  why  we’re  die  world's 

. Uyg  fnyrl  rpmpflrr  fo  (Wal  Wt  invest 

the  luod-esmed. saving*,  of  mftie  dun  15  million 
people -some  £j£) 2 bflHqa.  \ i - 

How's  it  done?  H«d  commitment  and  a 

jesl  low  of  vfatwedo.  In.  a wipd dedication. 

• S&aAii,  we  hand  prick 


We  believe  no-one  tnvesrigaies  more  aaapanks 
more  thoroughly. 

Or  has  a bigger  ream  of  analysts  and  hind 
managers  working  in  the  major  world  gaatos. 

Or  makes  more  company  calk  to  glean  the  gQ 


VJc  doubt  if  you'll  find  stronger  connafoneni 
anywhere.  And  you  can  put  your  money  oa  feat 
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COMPUTING  US  GROUP  AIMS  TO  BECOME  MORE  AGILE 


HP  to  give  units  autonomy 


By  Louisa  Kotos 
h San  Francisco 


Hewlett-Packard  baa  divided 
its  computer  and  printer 
operations  into  four  indepen- 
dent business  units  in  the 
latest  phase  of  a broad 
restructuring  aimed  at  mak- 
ing the  second  largest  US 
computer  company  more 
agile. 

The  internet  and  competi- 
tive pressures  have  changed 
our  lives,  and  we  simply 
must  move  faster  and  more 
decisively  if  we  are  to  meet 
customers'  needs  and  max- 
imise shareholder  value," 
said  Lew  Platt,  chairman 
and  chief  executive. 

The  four  business  units  - 
enterprise  computing,  com- 
puter products,  inkjet  print- 
ers and  laser  printers  - win 
each  have  their  own  presi- 


dent and  chief  executive. 
The  units  will  operate  with  a 
high  degree  of  independence, 
with  responsibility  far  their 
own  manufacturing,  distri- 
bution, business  partners 
and  staffing,  the  company 
said. 

“We’ve  coupled  greater 
autonomy  and  greater 
accountability.”  Mr  Platt 
said. 

Management  pay  would  be 
based  directly  on  financial 
performance,  he  added, 
announcing  the  promotion  of 
four  senior  executives  to 
head  the  newly  independent 
business  units. 

Ann  Livermore,  previously 
general  manager  of  HP’s 
corporate  computing 
systems  business,  will 
become  president  and  chief 
executive  of  the  Enterprise 
Computing  Solutions 


business.  Duane  Zitzner. 
who  led  HP's  resurgence  in 
the  personal  computer 
market,  will  head  the  new 
Computer  Products  group. 
Antonio  Perez  and  Carolyn 
Ticknor,  both  HP  veterans, 
will  head  the  inkjet  printing 
and  laser  printing 
businesses. 

The  executives  would  have 
hill  authority  to  “adapt  their 
business  models  to  tbeir  own 
competitive  landscapes", 
said  Mr  Platt.  They  are 
expected  to  appoint  senior 
staff  over  the  next  few 
weeks. 

Hinting  at  significant 
changes.  Mr  Platt  said  the 
executives  may  choose  not 
to  rely  upon  corporate  ser- 
vices in  future.  For  example, 
be  said,  some  businesses 
might  build  their  own  acqui- 
sition and  alliance  teams  or 


customer-support  organisa- 
tions. 

The  formation  of  indepen- 
dent business  units  follows 
HP's  announcement  last 
month  that  it  plans  to  spin 
off  its  measurement  and  test 
equipment,  medical  and 
chemical  analysis  systems 
and  electronic  components 
operations  into  a separate 

company. 

At  that  time  HP  also  said 
it  was  starting  a search  for  a 
new  chief  executive  for  the 
remaining  core  business,  to 
replace  Mr  Platt  who  plans 
to  retire  in  about  a year. 

Yesterday  HP  said  it 
expected  the  yet  to  be  named 
spin-off  company  to  become 
an  independent  entity  by 
mid-2000. 

HP's  sbares  were  down 
$1»  in  early  New  York  trad- 
ing yesterday  at  $ 89V 
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By  John  Authors  in  Now  York 


Lew  Platt  ‘We  must  move  faster  and  more  dedahrdy' 


Nextel  advances  on  bid  hopes  I ICO  issue  is 


By  Andrew  Edgecfiffo-Johnson 


Shares  in  Nextel 
Communications,  the  US 
wireless  telecommunications 
group,  rose  again  yesterday 
on  renewed  speculation  of  a 
possible  takeover  by  MCI 
WorldCom.  Benue  Ebbers’ 
US  long-distance  tele- 
communications group. 

By  midday,  Nextel's  shares 
had  risen  to  $40ft.  valu- 
ing the  company  at  ill -Sho- 
ta the  past  mouth,  its  shares 
have  risen  bom  $283.  MCI 
WorldCom’s  shares  fell  $3% 
to  $40£,  however,  as  some 
analysts  voiced  concerns 
that  Nextel  would  make  a 
less  than  perfect  target 

Neither  company  would 
comment,  but  discussions 
between  the  two  are  believed 


to  be  in  their  early  stages, 
with  a significant  chance  of 
failure. 

Nextel  has  hired  Lazard 
Freres  and  Morgan  Stanley 
to  advise  it,  while  MCI 
WorldCom  is  advised  by 
Salomon  Smith  Barney.  All 
three  banks  declined  to 
comment. 

MCI  WorldCom,  which  is 
chaired  by  Bert  Roberts, 
made  an  unsuccessful 
approach  in  January  for  Air- 
Touch,  the  US  cellular  tele- 
phone company  that  was 
subsequently  bought  by 
Vodafone  of  the  UK 

Shares  in  Nextel  jumped 
by  more  than  40  per  cent 
during  the  bidding  for  Air- 
Touch.  as  analysts  focused 
on  the  scarcity  of  indepen- 
dent wireless  companies  and 


the  rapid  pace  of  consolida- 
tion in  the  industry. 

MCI,  which  was  bought  by 
WorldCom  last  year,  first 
showed  an  interest  in  Nextel 
in  1994.  but  it  abandoned  its 
plan  to  invest  $i-3bn  in  the 
company,  citing  technology 
concerns. 

An  acquisition  of  Nextel 
would  be  impossible  without 
the  approval  of  Craig 
McCsw.  the  cellular  pioneer, 
and  Motorola,  which  devel- 
oped Nextel’s  technology. 
Each  owns  about  20  per  cent 
of  Nextel’s  stock. 

Analysts  cautioned  yester- 
day that,  at  the  current 
share  price,  Nextel  would 
dilute  MCI  WorldCom's  earn- 
ings by  20-23  per  cent  next 
year. 

They  added  that,  until 


recently,  Mr  Roberts  has 
been  explicitly  cautious 
about  investments  in  wire- 
less properties,  saying  that 
they  would  lose  value 
because  of  additional  compe- 
tition. 

Merrill  Lynch  analysts 
said,  however.  “We  believe 
MCI  WorldCom  will  eventu- 
ally need  a wireless  product 
in  the  US.” 

They  identified  three  pos- 
sible ways  the  company 
could  achieve  this:  buying 
Nextel:  acquiring  Sprint 
PCS,  the  digital  mobile  arm 
of  the  third  largest 
long-distance  telecomm  uni- 
cations provider:  or  invest- 
ing in  MMDS,  the  third  gen 
eration  of  digital  licences. 


set  at  only  $5 


By  Christopher  Price 


The  parlous  state  of  the 
fledgling  hand-held  satellite 
mobile  telecommunications 

market  was  underlined  yes- 
terday when  ICO  Global 
Communications  launched  a 
Slbti  rights  issue  at  a deep 
discount  to  its  Nasdaq  share 
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Mobil  delays 
joint  venture 


Cummins  sees 


earnings  rise 


By  Raymond  CoBtt  bi  Caracas 


A $2bn  petrochemical  joint 
venture  between  Mobil 
Chemical  of  tbe  US  and 
Venezuela’s  Fequiven,  a sub- 
sidiary of  the  state-owned  oil 
company  PDVSA,  is  on  hold 
due  to  financing  difficulties, 
according  to  an  official  at 
the  Venezuelan  company. 

“The  situation  of  the 
financial  markets  is  not  suit- 
able and  tbe  project  is  being 
reviewed,"  said  Enrique 
Torres,  bead  of  new  develop- 
ments at  Fequiven. 

The  joint  venture  is  seek- 
ing to  raise  between  $L4bn 
and  $i.5lra  in  debt  to  finance 
the  construction  of  a new 
$2bn  olefins  complex  in  east- 
ern Venezuela. 

However,  “going  to  the 
markets  now  would  mean 
paying  twice  the  spread  over 
Libor  [the  London  inter-bank 
offered  rate]  that  previous 
petrochemical  projects  in 


Venezuela  have,"  Mr  Torres 
said. 

Bank  loans,  by  compari- 
son, were  too  costly  and  bad 
a maximum  maturity  of  15 
years,  compared  with  the  20- 
plus  year  maturity  on  capi- 
tal markets,  be  added. 

Mr  Torres  insisted  that  tbe 
project  had  not  been  can- 
celled. "We  are  tying  up 
loose  ends  and  looking  for 
an  opportunity  to  go  to  the 
markets,"  he  said. 

Mobil  Chemical  confirmed 
that  it  was  “reworking  tbe 
project  schedule,  which 
includes  financing".  It  said 
the  start  of  the  project  had 
been  put  back  from  2002  to 
2003. 

An  international  joint  ven- 
ture including  Pequtven  last 
year  raised  $25Qm  in  bonds 
with  a maturity  hi  2020,  as 
wed  as  a syndicated  loan  for 
tbe  remaining  $560m,  for  a 
fertiliser  complex  In  north- 
eastern Venezuela. 


Shares  in  Cummins  Engine 
jumped  5 per  cent  in  early 
New  York  trading  after  the 
world's  largest  maker  of  die- 
sel engines  above  200  horse- 
power said  it  expected  first- 
quarter  earnings  of  about  63 
cents  a share,  which  would 
top  Wall  Street  expectations 
by  5 cents,  agencies  report 
from  Chicago. 

“Our  expected  first-quarter 
earnings  will  reflect  a mod- 
est but  important  step 
towards  Improving  profit- 
ability after  a year  of  peak 
expenses  associated  with  the 
introduction  of  our  new 
products,  which  are  already 
giving  us  a comparative 
advantage  around  the 
world,"  said  Jim  Henderson, 
chairman  and  chief  execu- 
tive. 

Analysts  had  lowered  their 
earnings  projections  as 
recently  as  Monday,  accord- 
ing to  First  Call,  a research 
group  that  tracks  such  esti- 


mates. The  current  consen- 
sus earnings  estimate  for 
Cummins  was  58  cents  a 
share,  down  from  an  earlier 
projection  of  60  cents,  First 
Call  said. 

Cummins  earned  $7ra.  or 
IS  cents  a share,  on  fl^bn  in 
sales,  for  the  first  quarter  of 
1998.  The  earnings  include  a 
charge  of  78  cents  a share. 
Excluding  the  charge,  the 
company  earned  $37m,  or  96 
cents  a diluted  share.  For 
the  second  quarter,  tbe  com- 
pany earned  $53m.  or  $138. 
on  $I.64bn  in  sales. 

“We  expect  improved  earn- 
ings in  the  second  quarter  as 
our  revenues  increase  in  line 
with  seasonal  upturns  in  our 
North  American  markets, 
and  our  cost  reduction 
efforts  continue  to  build 
momentum.”  Mr  Henderson 
said  yesterday. 

By  mid-day  yesterday 
Cummins  Engine  shares 
were  $1$  higher  at  $39£. 


price. 

The  UK-based  group  will 
issue  rights  at  $5.  a 43  per 
cent  discount  to  the  $8'4 
price  prior  to  the  announce- 
ment. 

News  of  the  move  sent  the 
shares  down  18  per  cent  in 
early  New  York  trading  to 
$7ii.  The  shares  were  priced 
at  $12  when  ICO  went  public 
nine  months  ago. 

Melvin  Pointer.  ICO  acting 
finance  director,  blamed 
"the  Iridium  factor"  for  the 
share  price  decline,  which 
bad  also  hit  tbe  price  of 
Globaistar.  the  third 
operator. 

Iridium,  which  launched 
the  first  use-anywhere  satel- 
lite mobile  phone  service 
last  November,  was  forced  to 
reschedule  part  of  its  debts 
recently  after  disappointing 


sales,  and  revenues.  It  also 
lost  its  finance  director  and 
has  been  forced  to  restruc- 
ture its  organisation  to 
address  marketing  difficul- 
ties with  its  service  partners. 

If  successful,  the  ICO 
move  will  take  to  $4bn  tbe 
amount  the  company  has 
raised  from  debt  and  strate- 
gic and  retail  investors.  ICO 
said  this  would  meet  its  cash 
needs  until  the  first  quarter 
of  2001.  The  total  cost  of  the 
system  is  $4.7bn. 

Despite  the  share  price 
decline,  Mr  Pointer  said  a 
rights  issue  remained  the 
most  efficient  method  of 
raising  funds.  It  would  also 
make  the  ICO  stock  more  liq- 
uid - 95  per  cent  of  the 
shares  are  held  by  original 
strategic  investors. 

it  is  expected  that  Hughes 
Electronic  Corporation,  the 
US  aerospace  group,  will 
take  up  to  SlOOm  of  the 
rights  issue.  Hughes  is  pro- 
viding satellites,  control 
equipment,  launch  services 
and  network  systems  for 
ICO.  The  minimum  take-up 
requirement  for  the  issue  to 
proceed  is  $500m. 


Integrion.  the  18-bank  US 
consortium  set  up  in  1996  to 
build  a platform  for  elec- 
tronic banking,  yesterday 
unveiled  a radical  restruct- 
uring which  will  see  three 
banks  take  over  the  prime 
responsibility  for  decision- 
making. 

Tbe  three  banks  - Bank- 
America,  .Bank.  One  and 
Washington  Mutual,  which 
all  completed  big  acquisi- 
tions last  year  - wffi  fake 
the  three  seats  on  the  board. 
Each  previously  held  a 5 per 
cent  stake  in  tbe  company, 
and  this  has  now  been 
increased,  . although  the 
banks  did  riot  give  the  pre- 
cise stakes  they  would  now 
hold. 

Two  banks  - KeyCorp  and 
Royal  Bank  of  Canada  - are 
leaving  the  consortium, 
while  the  other  founding 
members,  which  include 
International  Business 
Machines  and  the  Visa  USA 
bank  card  association,  have 
reduced  the  stakes  they  hold 
in  the  company.  IBM  contin- 
ues to  provide  technology  for 
the  venture,  although  the 
member  banks  have  the  free- 
dom to  use  other  suppliers. 

AH  the  remaining  owners 
are  investing  extra  capital, 
which  will  go  towards  con- 
tinued investment  in  offer- 
ing extra  banking  services. 

The  move  follows  debate 
between  the  owners  over  the 
future  of  the  organisation.  It 
is  seen  as  a way  to  mate 
decision  making  easier,  and 
to  resolve  any  potential  con- 
flicts between  owners. 

fntegrion  now  has  more 
than  750,000  direct  banking 
customers,  but  some  in  the 
industry  are  backing  rival 
solutions.  Citigroup,  which 
remains  a member  of  the 
Integrion  consortium,  late 
last  year  announced  that  it 
was  also  joining  a rival  proj- 
ect with  Microsoft,  called 
Transpoint 

When  Integrion  was 


started.  In  September  1996,-lt' 
_was  seen  as  a - vehicle  . 

allow  hahkfr'.tb  ^Bght?  ufpa-T?  V 
perceived  ttoalteags^tch jfcfefr • 
hold  over  the.  payBMahs^j^ 
tern  from’  software  coxopa-  v 
nies,  led  by  Mcxo^.fofc^  I-.-.. 
try  leaders  maa  stomgiti^r-'  } 
comment  from  .Gato; 
Microsoft  chairman  " 
chief  executive.  . likening..  ‘ 
banks  to  “dinosaurs",  j . ^ 

At  the  time;  Hugh  : 

BankAmerica's  chlef  erear-r-1  • ;.  - 
live,  said -that  if  l^exoscft  ^. 
gained  control  of  thB-basl^ 
mg  infrastructure  : 

makes  commodities.  of  an  : 


William  Fenlmore,  ; . 
grion's  chief  executive,  .saitfr  .-• 
yesterday  the  new  stiuctiire;  ' : 
had  been  designed  “specifi-  ' 
caUy  to  be  flexible  mid. 
responsive  to  the  needs  of ; . 
onr  customer  banks". V .Vf.  ’i 

He  added'  that  elec&trafc  1 
hill  presentment  - tte  aMtty 
to  present  customers  wtfhZj"-- 
b£0s  online,  so  that  they  dui  - 
be  paid  with  one  maustdick: 

- remained:  the 

focus"  of  the  company!. ..'  V.r. 

Electronic  banking,  has-::  ,? 
developed  much  more 
than  other  “e-commerce'* 
activities,  such,  as  retailing  A , - 
and  stock- broking,  and  bill 
presentment  is"  seen_  by  _ ’ 
many  in  the  industry  as  tfi&: \ 
“killer  application"  which, 
would  persuade  customers  .to .. 
use  electronic  banking  aer- : : 
vices.  ' ...  . . 'V  " ' , 

However,  it  is  technically., 
a much  harder  service  to/ 
provide  than  broking  or  .-, 
direct  sales,  as  several  sqsks  - 
rate  transactions  need  to  be;  *- 
made  simultaneously  to  pay 
a bill  by  cheque. 

Paul  Loftus,  IBM's  general 
manager  for  e-banking,  said  / • 
the  aim.  was  to  provide  a ser- 
vice  which  would  allow a -• 
bank's  customers  to  use  alL  , . .. 
the  financial  services  appli- 
cations they  seeded,  having'  "' 
logged  on  only  once.  He  said 
this  would  be  the  “distin-.-; 
guishtng  feature"  of  the  Inte- . 
grion  project  • 


Xerox  names  new  chief  executive 


By  Paul  Taylor 


Rick  Thomas  is  taking  over 
from  Paul  Allaire  as  chief 
executive  of  Xerox,  the  US- 
based  technology  group.  Mr 
Allaire,  aged  60,  who  is  cred- 
ited with  the  successful 
restructuring  of  the  old 
Xerox  business,  will  remain 
chairman  for  about  another 


year. 

Mr  Thoman.  who  is  54,  is  a 
former  senior  executive  at 
International  Business 
Machines.  He  joined  Xerox 
as  president  and  chier  oper- 
ating officer  and  heir  appar- 


ent to  tite  chief  executive's 
job  almost  two  years  ago. 

He  said  be  intended  to 
“drive  ahead  as  fast  as  we 
can”  with  what  he  described 
as  “the  four  dimensions  of 
change"  at  Xerox  - the 
switch  from  analog  to  digital 
technologies,  the  continued 
adoption  of  colour  technolo- 
gies, the  interconnection  of 
digital  products  and  the 
delivery  of  customer-based 
services  based  upon  these 
technologies. 

Ten  years  from  now,  be 
said,  be  expected  Xerox  to 
derive  half  its  revenues  from 


out-sourcing  and  other  ser- 
vices and  half  from  hard- 
ware products. 

Mr  Thoman  Joined  Xerox 
in  June  1997  from  IBM  where 
he  was  senior  vice-president 
and  general  manager  of 
IBM's  personal  systems 
group,  and  later  IBM’s  chief 
financial  officer. 

Before  joining  IBM  in  1994. 
he  was  president  and  chief 
executive  of  Nabisco  Interna- 
tional, beginning  in  1992. 
Before  that,  he  was  presi- 
dent and  CEO  of  American 
Express  Internationa]  and 
chairman  and  co-chief  execu- 


tive of  American"  Express 
Travel  Belated  Services 
Company.  He  joined  Ameri- 
can Express  in  1979  after  ; 
being  a senior  associate  with'  , 


McKinsey  and  Company. 

Meanwhile,  two  executive 
vice  presidents,  William 
Buehler  and  Barry  Romeril, 
were  elected  to  the  board 
and  named  to  the  newly 
created  position  of  vice- 
chairman  of  the  board.  Mr 
Buehler  is  also  president  of 
Industry  Solutions 
Operations  for  Xerox  and  Mr 
Romeril  Is  aisn  the  compa- 
ny's chief  financial  officer. 


N.V.  Koninklijke  Nederlandsche  Petroleum  Maatschappij 

{Royal  Dutch  Petroleum  Company) 


. . GENERAL  MEETING  OF  SHAREHOLDERS 

7j  1999,  at  10J0a.m.  in  the  *Nederiands  Coogres  Centrum0,  Church iiiplein  10,  The  Hague,  The  Netherlands 
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NOTICE  OF  SHAREHOLDERS7  MEETING 


AGENDA 


1.  Annual  Repon  for  1 99B. 

2.  Annua!  Accounts  1998. 

Finalisation  of  the  Balance  Sheet  as  at  December  31.  1998.  the  Profit  and  Loss 
Account  for  the  year  1998  and  the  Notes  to  the  Balance  Sheet  and  the  Profit 
and  Loss  Account. 

Declaration  of  the  final  dividend  for  the  year  1998. 

Discharge  of  the  Managing  Directors  of  responsibility  in  respect  of  their 
management  and  of  the  members  of  the  Supervisory  Board  for  their 
supervision  far  the  year  1998. 

3.  Appointment  of  a Managing  Direclor. 

4.  Appointment  of  a member  of  the  Supervisory'  Board  owing  to  retirement  by 
rotation. 

5.  Designation  of  the  Board  of  Management  pursuant  to  Articles  96  and  46a. 
Book  2 of  the  Netherlands  Civil  Code,  as  the  competent  body  for  the  issue  of 
shares  or  the  granting  of  rights  thereon  as  well  os  far  the  limitation  or  exclusion 
of  pre-emptive  rights. 

6.  Authorisation  of  tbe  Board  of  Management-  pursuant  to  Article  98.  Book  2 of 
the  Netherlands  Civil  Code,  as  the  competent  body  to  acquire  shares  m the 
capita!  of  the  Company. 


In  France: 

Lazard  Francs  &.  Cie.,  Arriv. 

In  Germany: 

Deutsche  Bank  AG:  Drosdncr  Bank  ACi.  /•oth  in  Frankfurt  Main:  Deutsche 
Bank  Saar  AG.  Saarbruckcn. 

In  Luxembourg; 

Bonque  Iniemaricmale  j Luxembourg  S.A..  luxi-m/untra. 

In  The  Netherlands: 

ABN  AMRO  Bank  N.V.:  McesPicrsmi  N.V.,  both  in  Ami  ter,  him. 

In  Switzerland-. 

Credit  Suisse  First  Boston:  UBS  AG.  /w/i  m Zamir.  Pictet  & Cic..  Gww. 


Shareholders  are  Invited  toan  Extraordinary  and  Ordinary  Meeting  at  (he  offices  in  Piazza 
San  Carlo  in  lUrin  (entrance  at  Piazza  San  Carta  158)  at  daman  28  April  1999  (first  cell).  29 
April  1999  (second  call  far  the  Extraordinary  Meeting)  and  .10  April  1999  (third  call  for  the 
Extraordinary  Meeting  and  second  call  for  the  Ordinary  Meeting)  to  discuss  and  decide  on  the 
following 

AGENDA: 

Errmon/inarr  Meeting 


Amendments  to  the  Articles  and  By-Laws.  Articles  1.4  and  19  (name  orihe  company).  8 
(call  ufMcctingX  9 ( participation  and  representation  in  Meeting).  15  (appointment  ofVicc 
Chairmen  and  Managing  Directors,  constitution  of  special  Committees  composed  of 
Directors).  17  (mcerings  of  the  Board  of  Directors  toy  videoconference;  release  of  copies 
and  abstracts  of  minutes  of  the  Board  h 


Mandate  la  the  Board  of  Directors  pursuant  to  Articles  2443  and  2420  rerof  the  Italian 
Civil  Code  and  consequent  amendment  to  Article  6 of  the  Articles  and  By-Laws: 
Amendment  or  the  mandate  according  to  Article  2443  of  the  itaJianCivll  Code,  giwn  by 
the  Shareholders  Meeting  on  31  July  1998.  concerning  the  evsreise  of  rights  reserved  to 
employees  to  subscribe  for  ordinary  shares: 


B.  Holden  of  registered  shares  of  The  Hague  Registry  may  attend  the  marling 
if  they  register  to  do  so  with  N V Alyentam  Ncderhruk  Trustkontour  ANT 
l Postbus  1 1063.  1001  GB  Amsterdam.  The  Netherlands,  id  r 31-20-623  6«>91 1 
m writing  no*  later  than  May  3. 1999. 

Holders  of  registered  shares  of  New  York  Registry  who  are  of  record  may 
attend  die  meeting  if  they  register  to  do  so  with  Morgan  Guaranty  Trust 
Company  of  New  York  (PD  Box  820?.  Ikiston.  MA  r»226f»-S205.  USA, 
tel.  I-78I-575-432K)  in  writing  not  later  than  April  30.  IW 


increase  in  the  legal  reserve  to  the  maximum  limit  purauanitoA  rticlc 2430.  paragraph  I . of 
the  Italian  Civil  Code  through  transfer  from  reservcsaccoftliitg  to  Article  7.  paragraph  3.  af 

I JTUI  718  rtf  men  rtnm  nllHIlinaal  '■  ......I  r .1 I! ~ , . . 


Low  218  or  1990.  from  additional  paid  in  capital,  from  the  extraordinary  reserve  and  from 
part  of  the  merger  dillcrcncc. 


Ordinary  Kirrtim 


Financial  statements  for  the  financial  year  to  31  December  1998.  report  of  the  Board  oT 
Directors  and  of  the  Board  of  Statu  lory  Auditors,  motions  concerning  the  allocation  of  the 
merger  difference,  allocation  urihe  profit  for  the  yean  consolidated  financial  statements  or 
the  Group  at  31  December  1998; 


Motions  concerning  the  purchase  and  sale  of  own  shares  pursuant  to  Articles  2357  and  2357 
ftTOfthe  Italian  CIvHCodeand  of  Article  132  of  Legislative  Decree  58  of  24  February  J99g: 


Explanatory  notes  to  the  agenda  and  the  documents  referred  to  in  (his  agenda  are 
available  for  inspection  at  and  may  be  obtained  fire  of  charge  front  die  Company 
(Card  van  Bylandllaan  30.  Postbus  162.  2501  AN  's-Gravenhagc.  The 
Netherlands,  tel.  +31-70-377  4540)  and  tbe  head  offices  of  the  institutions  stated 
under  A-  Copies  of  the  nominations  for  the  appointments  referred  to  in  items  3 and  4 
of  the  agenda  are  available  for  inspection  a!  and  can  be  obtained  free  of  charge  from 
the  Company. 


C.  Usufructuaries  and  pledgees.  »hai  i>  sUled  abine  under  \ and  B regarding 
registration  ts  correspondingly  applicable  tu  usufructuaries  and  pledgees  of 
bearer  shares  or  registered  shares,  provided  they  have  vinmc  rights. 


POWERS  OF  ATTORNEY 


REGISTRATION 


A.  Holders  of  share  certificates  to  bearer  may  attend  the  meeting  if  their  share 
certificates  are  deposited  against  receipt  not  later  than  May  3,  1999.  at  one  of 
the  institutions  mentioned  below,  viz.: 

In  Austria: 

Creditanstalt  AG;  Bonk  Austria  AG:  SKWB  Schoellerixink  AG.  all  in  Vienna. 
In  Belgium: 

ABN  AMRO  Bank  N.V..  Brussels. 


Those  who  wish  to  have  themselves  reprevcnied  at  die  meeting  by  a proxy  must 
not  only  comply  with  what  is  suu-d  above  tinder  A.  B and  C respectively,  but  are 
also  required  la  dcpostl  a written  power  of  attorney  that  must  he  received  at  the 
Company  |FSK  Division.  Posibu-  I hi.  2501  AN  's-Gravenhaye.  fhe  NcificrlundM 
not  later  than  May  4.  1999  for  this  purpose.  Furors  may  be  used  which  are 
obtainable  free  of  ehyige  at  the  aforementioned  msn muons. 


3.  Appointment  of  the  Board  or  Statutory  Auditors  for  the  three  scars  I999/200Q/200I 
(pursuant  to  Article  19  cvf  the  Articles  and  By- Laws k 

4.  Determination  of  remuneration  of  the  members  of  the  Board  of  Statutory  Audliore: 

5.  Resolutions  concerning  the  remuneration  of  the  members  of  the  Board  of  Directors. 
Pursuant  to  current  regulations,  a report  on  the  proposals  concerning  the  matters  set  out  in 

the  agenda  of  the  day  will  be  deposited  at  the  registered  office  of  the  Company,  at  its  secondary 
office  at  Vole  dcll'Artc  25.  Rome  and  at  the  managing  Stock  Exchange,  and  available  to  the 
public:  shareholders  may  obtain  a copy  orihe  document. 

Those  Shareholders,  who  present  the  appropriate  certificate  confirming  their  participation 
«n  the  central  securities  management  system,  wilt  have  the  right  to  take  part  in  the  Meeting. 


Ittnn.  16  Man  /t  fVW 


Chairman  of  the  Board  of  Directors 
Luigi  Areuii 


The  l(j{!ue.  April  7.  (uoo 
The  Supervisory  Board 


Copies  of  (he  Annual  Report  1998  are  aba  available  from  Shell  International 
Lid,  Public  Affairs.  SLBPA.  Shrill  C mire,  Lngdun  NE1  7NA. 


INFORMATION  TO  SHAREHOLDERS 

Slntefal^U>HofthcBi>anlftfSum,Utri.MtJitori*lllhenindiKtcdlhrr*i&,wlnxlhtstpt^Mantm 

Arsttbl  Wttfdte  iriMeiand  Bi  -fjiM*  the  siiorvhokhn,  irprcMtuin/t  an  riielr  nnn  (*-  mrether  with 
other  shareholder  at  least  r\ot  the  lapttaL  may  present  lists  arrording  to  the  procedure  set  out  in 
.irtHle  IV  rhnundt  deposit  at  the  registered  > -true  and  pttNtrathm  in  the  press  of.uteh  lisa  ot  least  tO 
days  before  that  Used  far  the  Shareholders ' AAvting  «m  the  first  rail. 

T!lc  °nire  nfS+N  MOI.O  AW  A ahle  to  provide  am-  further  information: 
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nyua/ru  at  tin1  tnltinv/nti  fax  number  and  e-mail  uddrc%\: 

fax  Oil  555  291 99.-  e-tnalh invednrnda/lariaMSiipardojrnnr 


m 


TELECOM 

ITALIA 


To  all  Stockholders  of  T elecom  Italia 


TELECOM  ITALIA’S  PLAN 
DELIVERS  GREATER  VALUE 
TO  SHAREHOLDERS 

This  weekend,  Telecom  Italia’s  shareholders  have  the  opportunity  to  make  an  important  decision  for 
the  future  of  Telecom  Italia. 

At  the  Shareholders’  Meeting,  we  are  seeking  shareholder  approval  for  our  industrial  plan  for  a 
growing  Telecom  Italia. 

Our  industrial  plan  will  integrate  Telecom  Italia  with  TIM  to  create  a world  class  customer  oriented 
business. 

Our  industrial  plan  allows  you  to  capture  the  unparalleled  growth  potential  for  telecommunications: 

• Telecom  Italia  Internet  customers-growth  of  over  35%  in  last  3 months  alone 

• Over  1 5 million  TIM  customers,  including  over  800,000  new  customers  added  in  first  3 months 

of  1999 

• Rapid  expansion  in  data  transmission 

• Captures  all  of  the  benefits  of  fixed  and  mobile  integration. 

Our  financial  plan  supports  the  industrial  plan  and  will  give  shareholders: 

• An  immediate  on-market  share  repurchase  programme  of  up  to  € lObn  in  cash 

• Cash  for  ordinary  shareholders  through  the  issuance  and  trading  of  conversion  rights 

• Simple  capital  structure  with  one  class  of  shares 

• Further  integration  with  the  higher  growth  business-TIM. 

Our  plan  allows  ordinary  and  savings  shareholders  to  realise  the  value  created  from  Telecom  Italia  s 
assets. 

We  are  working  for  all  shareholders.  Keep  100%  of  the  upside  - Do  not  give  it  away  to  Olivetti  - Tecnost. 


Telecom  Italia  is  worth  much  more  than  Olivetti’s  proposal. 


ORDINARY  SHAREHOLDERS’  MEETING 

Ordinary  and  Extraordinary  sessions  to  be  held  in  Turin, 
at  Centro  Fiere,  Pavilion  I 294,  Via  Nizza,  Ungotto,  at  10.00  a.m. 

on  the  following  days: 

Apr)!  9,  1 999,  the  first  call  for  the  ordinary  and  extraordinary  meetings 
• April  10  1 999,  the  second  call  for  the  ordinary  and  extraordinary  meetings 
. April  1 1.  1 999,  the  third  call  for  the  ordinary  and  extraordinary  meetings 

For  further  information  please  call  toll-free: 

167  020220  from  Italy 
00000569030  from  the  United  Kingdom 
1 8886892286  from  the  USA 

From  other  countries,  the  following  numbers  can  be  used: 

+39-063600 1273/0636001274/063600 1 275 

website:  http^/www.telecom'itafia.it  . 
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COMPANIES  & FINANCE:  EUROPE 


NEWS  DIGEST 


Olivetti  details  Telecom  Italia  terms 


BANKING 

Dutch  pension  funds 
refuse  to  raise  NIB  offer 

Shares  in  the  Dutch  National  Investment  Sank  (NIB) 
remained  above  the  offer  price  yesterday  as  ABP  and 
PGGM,  the  country’s  two  biggest  pension  funds,  opened  a 
R 4.1  bn  (€1.86bn,  $1.99)  joint  bid  for  the  state-controlled 
industrial  finance  vehicle.  In  announcing  details  of  the 
agreed  takeover  last  Thursday,  they  refused  to  increase 
the  price  beyond  the  level  they  indicated  when  the  deal 
was  first  unveiled  last  December.  The  tradable  A shares  in 
NIB  eased  50  cents  in  Amsterdam  to  dose  at  €30.60. 
ahead  of  the  €29.95  being  offered  by  the  two  institutions. 
Although  there  is  only  a small  free  float  in  the  stock,  it  has 
changed  hands  above  that  level  since  the  beginning  at 
March.  That  indicates  a belief  in  the  market  that  financial 
groups  such  as  iNG,  which  owns  20  per  cent  of  the  bank, 
have  been  holding  out  for  a higher  price.  ING  - whose 
chairman.  Godfried  van  der  Lugt,  has  a non-executive 
board  role  at  NIB  - is  the  largest  shareholder  after  the 
Dutch  government.  The  state  owns  35  per  cent  of  the  A 
shares  and  exerts  control  through  other  classes  of  equity. 
Gordon  Cramb,  Amsterdam 


FRANCE 


Arnault  raises  Bouygues  stake 

Bernard  Arnault  the  French  luxury  goods  executive  locked 
in  battle  with  rival  Francois  Pinautt  over  the  future  of 
Gucci,  the  Italian  fashion  house,  has  increased  his  stake  in 
Bouygues.  the  construction  and  communications  group  in 
which  Mr  Pinautt  is  a leading  shareholder,  tt  was 
announced  yesterday  that  the  Arnault  group  held  6.3  per 
cent  of  Bouygues’  capital  as  of  April  1 , up  from  the  4 per 
cent  the  LVMH  chairman  was  said  to  have  when  his  inter- 
est in  the  construction  group  was  disclosed  last  month. 
The  LVMH  camp  said  at  the  time  that  those  shares  had 
been  held  for  several  weeks  and  that  the  investment  had 
been  made  because  Bouygues  shares  were  felt  to  have 
good  potential  to  appreciate  in  value.  Bouygues  shares 
yesterday  closed  down  2.74  per  cent  at  €244.4. 

David  Owen,  Paris 


CZECH  REPUBLIC 


Unisys  settles  dispute 

Unisys,  the  US  technology  group,  and  Ceska  Sporiteina, 
the  main  Czech  retail  bank,  have  reached  a settlement  in 
their  four-year  dispute  over  a $100m  online  information 
system  contract  Ceska  Sporiteina  pulled  out  of  the  1992 
contract  in  1995  claiming  Unisys  was  unable  to  implement 
it  satisfactorily  and  sued  tor  more  than  $100m.  alleging 
that  the  US  company  had  fraudulently  misrepresented  its 
system.  Unisys  counter-sued  for  breach  of  contract  Uni- 
sys failed  m a petition  before  the  US  Supreme  Court  to 
have  the  case  arbitrated  in  Vienna,  as  the  contract  with  its 
subsidiary  had  specified,  and  the  dispute  was  about  to  be 
heard  in  the  US  federal  district  court  in  the  company's 
home  state  of  Pennsylvania  where  damages  could  have 
been  more  substantial.  Ceska  Sporiteina  still  does  not 
have  an  online  information  system  for  its  savings  books  - 
which  number  more  than  the  country's  population  - and  is 
rapidly  losing  market  share.  Robert  Anderson,  Prague 


By  Paul  Betts  hi  Mfian 

Olivetti  yesterday  set  a door 
of  35  per  cent  on  the  mini- 
mum stake  it  will  accept  in 
Telecom  Italia  and  said  it 
would  withdraw  its  €60.4bn 
($65.2bn>  hostile  bid  if  Tele- 
com Italia  shareholders 
approved  later  this  week  the 
conversion  of  non  voting 
savings  shares  into  common 
voting  stock. 

Roberto  Coianinno.  Oli- 
vetti's chief  executive,  also 
said  he  would  drop  the  offer 
should  Telecom  Italia  share- 
holders vote  in  favour  of  the 
company's  proposal  to 


launch  a €22.9bn  cash  bid  for 
the  40  per  cent  stake  in  its 
Telecom  Italia  Mobile  (TIM) 
cellular  telephone  subsidiary 
it  does  not  already  own. 

Mr  Coianinno  spelt  out  the 
conditions  of  Olivetti's  bid 
during  a shareholders  meet- 
ing of  Tecnost.  the  97  per 
cent  owned  subsidiary  Oli- 
vetti is  using  as  the  vehicle 
for  its  bid. 

The  meeting,  called  to 
approve  a record  CL2bn  capi- 
tal increase  for  Tecnost 
designed  to  finance  part  of 
Olivetti's  €11.5  a share  offer 
in  cash,  bonds  and  equity  for 
all  Telecom  Italia  common 


voting  stock,  was  the  first  of 
a series  of  decisive  share- 
holder meetings  this  week. 

Olivetti  will  today  hold 
another  shareholders  meet- 
ing to  approve  its  own  capi- 
tal increase  of  up  to  €2.7bn. 
On  Saturday,  it  will  be  the 
turn  of  Telecom  Italia  share- 
holders to  vote  on  the 
defence  strategy  proposed  by 
tbe  company's  management 
to  fend  off  Olivetti. 

Tbe  defence  plan  includes 
a large  share  buy  back  and 
the  conversion  of  savings 
shares  Into  common  voting 
stock.  Telecom  Italia  will 
subsequently  bold  another 


shareholders  meeting  at  the 
end  of  this  month  to  approve 
its  proposed  cash  bid  for  the 
rest  of  TIM. 

Mr  Coianinno  yesterday 
indicated  Olivetti’s  bid 
would  not  be  affected  by  the 
proposed  Telecom  Italia 
share  buy  back  but  by  tbe 
proposed  conversion  of 
savings  shares. 

In  a four-page  letter  sent 
out  yesterday  to  woo  Tele- 
com Italia  shareholders  and 
institutional  investors.  Mr 
Coianinno  claimed  the  con- 
version scheme  was 
designed  "to  increase  the 
number  of  Telecom  Italia 


ordinary  shares  and  there- 
fore make  a purchase  of  the 
company  more  expensive,  or 
even  unfeasible”. . . - 

He  also  attacked  his  prey  s 
proposed  cash  offer  for  the 
minorities  in  TIM  arguing 
-the  ability  of  any  buyer  to 
acquire  Telecom  Italia  would 
be  greatly  reduced  in  the 
event  that  these  defensive 
measures  are  actually 
approved". 

Consob.  the  Italian  stock 
exchange  regulator,  asked 
Olivetti  at  the  end  of  last 
week  to  clarity  the  condi- 
tions under  which  it  would 
withdraw  its  offer. 


Merged  German  bank  sees  its  image  dented 


After  property  losses  and  board  splits,  HypoVereinsbank  may  be 
short  of  time  to  put  things  right,  writes  Uta  Hamischfeger 


When  the  supervisory 
board  chairman  of 
Bayerische  HypoVer- 
einsbank  resigned  in  mid- 
March.  be  took  personal 
responsibility  for  the  bank's 
property  losses  and  wanted 
to  signal  a new  beginning. 
Instead,  he  opened  a can  of 
worms. 

Ever  since,  there  have 
been  growing  calls  for  the 
supervisory  board's  most 
prominent  member.  Eber- 
hard  Martini,  to  resign  as 
well.  But  Mr  Martini,  the  for- 
mer head  of  Bayerische 
Hypotbeken-  und 

Wechselbank  - its  property 
exposure  is  at  the  core  of  tbe 
merged  bank's  problems  - is 
not  considering  such  a step, 
and  this  is  highlighting  the 
bank's  troubled  image. 

Once  considered  the  new 
face  of  Germany's  banking 
sector,  the  company  result- 
ing from  the  country's  larg- 
est postwar  banking  merger 
is  also  running  out  of  time  to 
restore  its  reputation  for 
caution. 

Following  revelations  of 
massive  property  losses  in 
October,  subsequent  verbal 
tussles  between  the  two 
banks’  former  chairmen,  as 
well  as  legal  investigations 
and  office  searches,  industry 
observers  say  tbe  bank  must 
act  fast  if  it  wants  to  dig 
itself  out  of  its  hole. 

They  demand  a settlement 
of  management  differences, 
the  appointment  of  a more 


prominent  official  in  charge 
of  handling  tbe  troubled 
property  portfolio,  and 
detailed  exposure  of  tbe 
bank’s  past  property  deals. 

Two  weeks  ago.  the  bank 
went  some  way  to  address- 
ing these  concerns  by  agree 
log  to  employ  an  indepen- 
dent auditor  to  pin  down 
property  exposure.  The  audi- 
tor would  also  re-examine 
the  share  swap  ratio  used  to 
determine  the  shape  of  the 
alliance  when  the  two  Bavar- 
ian banks  merged  in  1997. 

Although  both  banks  have 
used  auditors  before  to 
determine  their  book  values 
and  the  share  swap  ratio, 
this  time  a single  auditor 
will  look  into  botb  parties' 
books,  particularly  their 
property  exposure.  "This 
time,  we  want  to  see  all  the 
details.”  said  James  Hyde. 
London-based  analyst  at 
Merrill  Lynch. 

Previous  audits  did  not  dig 
deep  enough  into  the  books 
and  failed  to  spot  the  real 
extent  of  Hypo  Bank's  prop- 
erty exposure,  analysts  say. 

Analysts  and  investors  are 
demanding  details  on  Hypo- 
bank's  three  main  property 
activities.  These  are.  first.  52 
commercial  property  pro- 
jects spread  across  Germany 
which  have  fallen  in  value 
since  the  original  invest- 
ments in  the  early  199fts:  sec- 
ond. troubled  property  finan- 
cing schemes  offered  by 
Hypo  bank  through  external 


brokers;  third,  property 
funds  offered  by  Hypobank 
with  guaranteed  yields  that 
failed  to  materialise. 

It  was  only  a year  into  the 
merger  that  Bayerische 
Verelnsbank  discovered  tbe 
extent  of  Hypobank's  prop- 
erty losses.  Albrecht 
Schmidt,  the  chairman  - 
“deeply  shocked  and  hitterly 
disappointed"  about  Us  part- 
ner’s handling  of  the  prop- 
erty question  - told  sur- 
prised investors  in  October 
that  the  merged  bank  would 
have  to  take  DM3.5bn 
(fl.79bn.  $1.92bn>  in  risk  pro- 
visions for  Hypobank’s  prop- 
erty schemes. 

The  charges  covered  52 
commercial  real-estate  pro- 
jects that  Hypobank  had 
financed  after  the  fail  of  the 
Berlin  Wall  in  the  hope  - 
proved  false  - that  German 
unification  would  spark  a 
property  boom. 

Since  then.  HypoVereins- 
bank has  taken  an  additional 
DM700m  in  risk  provisions 
to  cover  possible  claims 
against  its  external  financ- 
ing schemes  and  another 
DM200m  to  assure  the  yields 
for  Hypobank's  property 
fund  customers. 

But  there  is  an  even  more 
urgent  question  for  former 
Verelnsbank  shareholders.  If 
the  value  of  Hypobank’s 
properties  was  massively 
overstated  at  tbe  time  of  the 
merger.  Vereinsbank  share- 
holders believe  they  should 
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receive  due  compensation. 
Yet  while  Mr  Schmidt 
recently  said  it  was  “hypo- 
thetically possible”  that  an 
independent  auditor  could 
declare  faulty  the  share 
swap  ratio  applied  in  Sep- 
tember 1997.  German  law 
does  not  allow  for  sharehold- 
ers to  be  compensated  after 
mergers  are  finalised. 

Merging  the  two  former 


banks'  management  styles  - 
epitomised  by  Mr  Schmidt 
and  Mr  Martini  - also  needs 
urgent  attention.  “It  is  very 
bad  to  display  to  the  public  a 
split  in  the  board."  said  Mat- 
thew Czepliewicz,  analyst  at 
Salomon  Smith  Barney  in 
London.  "The  market 
expects  a major  European 
company  to  present  a more  I 
unified  picture." 


This  announceraeru  appears  as  a matter  of  record  only. 


$1,463,000,000 

Greenwich  Street 
Capital  Partners  II,  L.P. 

and  its  affiliated  funds 


A fund  established  to  invest  in  privately 
negotiated  equity  and  equity-related  securities. 


The  undersigned  arranged  for  die  private  placement 
of  the  limited  partnership  interests. 


Salomon  Smith  Barney  Atlantic-Pacific  Capital,  Inc. 


GSCP,  Inc. 

Manager  of  Greenwich  Street  Capital  Partners  //,  L.P. 
388  Greenwich  Street 
New  York,  NY  10013 


Court  delays  takeover 
moves  by  three  banks 


By  Saner  Iskander  in  Paris 

Tbe  outcome  of  the  takeover 
battle  between  France's 
three  largest  listed  banks  is 
unlikely  to  be  known  before 
the  end  of  June,  a month 
later  than  anticipated. 

The  delay  emerged  yester- 
day. when  a Paris  appeals 
court  said  it  would  hear  a 
complaint  by  Paribas  and 
Societe  Generate  on  June  1. 

The  two  banks  are  chal- 
lenging a decision  by  the 
Conseil  des  Marche's  Finan- 
ciers. the  financial  markets 
regulator,  to  allow  Banque 
NationaJe  de  Paris  to  bid  for 
them. 

BNP's  unsolicited  twin 
bids,  announced  on  March  9. 
threaten  a friendly  merger 
agreed  a month  earlier 
between  SG  and  Paribas. 
The  hoard  of  SG  lasl  night 
rejected  BNP's  offer,  with 
only  one  director  - Claude 
Bebear.  chairman  of  the 
insurer  Axa  - voting  in 
favour. 


Directors  of  Paribas 
meeting  later  in  the  evening 
were  also  expected  to  reject 
BNP. 

Speculation  was  last  night 
also  intensifying  that  a 
counter-attack  by  SG  and 
Paribas  may  be  imminent. 
Analysts  say  SG  might  be 
tempted  to  improve  its  offer 
for  Paribas  by  returning 
cash  to  shareholders  jo  tbe 
form  of  a one-off  special  divi- 
dend. 

Tbe  two  banks  recently 
said  their  proposed  merger 
would  free  t’6bn  ($6.-lbn)  or 
excess  capital. 

The  cash  could  also  be 
used  to  guarantee  future 
returns  to  investors,  a prac- 
tice that  has  been  used  suc- 
cessfully in  France. 

Ill  recent  weeks.  150  senior 
managers  at  SG  wrote  an 
open  letter  to  -lean-Claudc 
Triehet.  governor  of  the 
French  central  bank, 
explaining  why  they  opposed 
HNP's  Ixxstile  attack. 

SG  also  said  15,000  of  its 


employees  - more  than  a 
third  of  its  France-based 
staff  - had  signed  another 
petition  against  the  takeover 
proposed  by  BNP. 

The  CMF.  which  sets  tbe 
timetable  for  takeover  bids, 
yesterday  said  BNP's  offers 
would  run  for  at  least  eight 
business  days  after  tbe 
court's  ruling,  which  is 
expected  by  the  middle  of 
June  at  the  earliest. 

According  to  French  finan- 
cial regulations,  BNP's  offers 
were  scheduled  to  run  for  25 
business  days  starting  next 
week,  which  would  have 
resulted  in  the  outcome 
being  known  around  the  end 
of  next  month. 

However,  the  CMF  had 
warned  that  us  timetable 
ruiuht  have  to  be  adjusted, 
due  to  the  unprecedented 
complexity  of  the  deals  pro- 
posed to  investors. 

The  three  offers  - SG‘s  bid 
tor  Paribas  and  BNP's  sepa- 
rate offers  for  SG  and  Pari- 
bas - will  run  in  parallel. 


O.teLo 
to  retain 
own 
brand 

By  Baiph  Atkins  In  Bonn  . 


e Mannesmann.  -the 
y DQsseldorf -based  industrial 
conglomerate,  is  to  broaden 
k its  attack  on  Germany's  tele- 
d communications  market  by 
it  operating  the  o.tel.0  fixed- - 
1-  line  business  it  acquired  for 
d DM2 .25 bn  (€Ll5bn,  $L24bn) 
last  week  as  a separately, 
branded  operation. 

Shares  in  Mannesmann 
Jumped  €5.30  to  €130  yester- 
day on  the  first  full.- day’s 
trading  following  the  group's 
unexpected  swoop  to  acquire . 
tbe  o.teLo  network  from  the 
Veba  and  RWE  energy-based 
conglomerates. 

O.teLo  will  be  added  to  the 
Mannesmann  Arcor  fixed 
line  business. 

The  takeover  is  the  first 
significant  consolidation,  in 
tbe  highly-competitive  Ger- 
man telecoms  market- since 
its  liberalisation  at  the  start 
of  last  year. 

Mannesmann  said  the 
deal,  still  subject  to  regula- 
tory approval,  cemented  Its 
position  as  the  “strongest 
alternative"  to  Deutsche 
Telekom,  the  partially-priva- 
tised telecoms  giant. 

It  added  to  the  pressure  on 
Mobilcom.  the  rival  telecoms 
group  that  has  grown  rap- 
idly largely  by  renting  net- 
works from  Deutsche  Tele- 
kom and  bad  also  attempted 
to  buy  o.teLo.  Mobilcom ’s 
shares  ended  down  €29  at 
€211. 

Although  o.tel.o  had 
invested  heavily  in  infra- 
structure it  made  an  unsuc- 
cessful launch  last  year  after 
failing  initially  to  allow  cus- 
tomers use  of  its  network 
without  the  fuss  of  pre-regis- 
tering. 

But  Harold  StCber.  chair- 
man of  Mannesmann  Arcor. 

: said  yesterday  o.tel.o  would 
remain  a separate  identity 
under  its  new  owner,  includ- 
ing Its  different  price  struc- 
tures and  a headquarters  in 
Cologne. 

Despite  substantial  over- 
laps. o.teLo  and  Arcor  could 
be  pitched  at  different  cus- 
tomer groups  “with  much 
greater  precision".  Mr  Stbber 
said. 

With  more  than  50 
regional  and  national  tele- 
coms operators  in  Germany, 
Mannesmann 's  “two  brand" 
strategy  would  mimic  multi- 
branding strategies  in  con- 
sumer goods  markets. 

Mannesmann  said  o.teLo 
would  be  hit  by  restructur- 
ing costs  this  year  but 
Arcor’s  results  would 
“improve  clearly”. 

Together.  Arcor  and  o.teLo 
are  expected  to  make  a profit 
in  2001.  Mannesmann  is  also 
aiming  to  build  its  stakes  in 
Omni  tel  and  Infos  tra da.  tbe 
Italian  mobile  and  fixed  line 
groups.  It  has  not  ruled  out  a 
capital  increase  to  fund  its 
telecoms  expansion. 

Tbe  sale  of  the  o.tel.o 
fixed-network  business 
leaves  Veba  and  RWE  more 
clearly  focused  on  the  Euro- 
pean energy  sector,  in  which 
either  may  now  seek  acqui- 
sitions. 

However,  at  the  weekend 
Veba  said  it  remained  com- 
mitted to  the  mobile  tele- 
phone market. 

The  groups'  60.25  per  cent 
stake  in  the  E-Plus  mobile 
business  was  not  affected  by 
the  o.tel.o  deal  and  could  be 
increased.  Veba  also  has  a 
stake  in  Bouygues.  the 
French  mobile  telecoms 
group. 


| FMG  MIR  S1CAV 

1 Socjcic  dTnwsnsscracm.  a Capital  Variable 

| 10A,  Boulevard  Royal,  Luxembourg 

R.C.  Luxembourg  B 53.392 

NOTICE  OF  MEETING 

Notice  is  hereby  Riven  thai  the  Annual  Cenetal  Mccunj;  ol 
Shareholders  ol  FMG  MXR  SICAV  will  he  held  at  the  rvn evicted  office. 
IDA.  Bculcvjrd  Royal.  Luxcmbnuix 

ewi  Ibcsdav  2fl  ih  April.  ji  1 1 j.m  . 
for  ihc  purpose  o i OTOrdcnn#  the  follow  in*  URcrviu. 

1 Management  Report  of  the  Director*  for  (lit.-  year  ended  31m 
December,  I 

2 Report  of  the  Statutory  Auditor  fur  the  year  elided 
31  si  December.  19*9 

i 3 Approval  of  the  Annual  Aacc>tims  for  the  vcjr  ended 
at  sr  December.  IWS  and  appropriation  of  ihc  cumin;-. 

I 4 Dmchiijj:  to  the  Director*,  m tespest  <4  the  csccuilwi  of  then  1 
in  aviates 

5.  Election  of  the  Director-  (or  a new  term  ri  nnc  year  ' 

6 Election  of  the  Statutory  Auditor  fr-r  j new  lerm  of  one  year 

7.  Miscellaneous 

The  present  nrtrtxr  and  a form  l4  prnxv  will  be  send  in  oil  regburnd 
shareholders  at  ream!  at  29  ih  March.  1999. 

In  aider  to  JUend  the  marline,  the  nwncr-  ai  hearer  shard  are  re-juired 
to  deposit  their  share,  tei’.vr  1 3 ill  April,  I**J9  at  ihc  Registered  Office 
of'  the  Company  where  proxy  forms  are  available. 

The  registered  share  I «<l  Jet-,  have  to  inform  by  mad  fleeter  ur  proxy 
form)  the  Board  of  Oireci.vs  ei  their  i mention  fo  assist  at  the  meeting 
before  13 th April.  IW. 

By  order  of  the  Board  rt  Directors 


PUTNAM  INTERNATIONAL  FUND 

SICAV 

Luxembourg,  1 J.  rue  Aldringen 
R.C.  Luxembourg  B 1 1.197 

WT1CE  OF  MEETWG 

Notice  Is  hereby  given  that  the  Annual  General  Meeting  of 
Shareholders  will  be  held  at  the  registered  office  of  the 
Company  on  19  April  1999  at  3.00  p.m.  with  the  following 
agenda: 

A6SV0A 

1 . Presentation  of  tire  reports  of  the  Board  of  Directors  and  of 
the  Auditor. 

2.  Approval  of  the  balance  sheet  and  profit  and  loss  accrual  as  of 
3t  December  1998. 

3.  Discharge  of  the  Directors  for  the  fiscal  period  ended  31 
December  1998. 

4.  Ratification  of  the  co-option  of  Mr  Rafik  Fischer  as  a 
Director  in  replacement  of  Mr  Marie-Frangois  Lhole  de 
Selancy.  who  has  resigned. 

5.  Ratification  of  the  co-option  of  Mr  Randolph  S.  Petralia  as  a 
Director ’m  replacement  of  Mr  Thomas  M.  Turpin,  who  has 
resigned. 

6.  Re-election  of  Messrs  John  a Veranl.  Takehiko  Watanabe.  - 
John  C.  Tatanian.  Steven  Spiegel.  Allred  F.  Brauseh. 
Randolph  S.  Petralia  and  Rafik  Fisher  as  Directors  for  the 
ensuing  year. 

7.  Election  of  a new  auditor  of  the  Fund  tor  the  ensuing  year. 

8.  Any  other  business  which  may  be  properly  brought  before  : 
the  Meeting. 

The  shareholders  are  advised  that  no  quorum  is  required  for 
the  items  of  the  agenda  and  that  the  decisions  will  be  taken  at 
the  simple  majority  of  the  shares  present  or  represented  at  the 
Meeting.  Each  share  is  entitled  to  one  vote.  ‘ 
A shareholder  may  act  at  any  Meeting  by  proxy. 

By  order  of  the  Board  of  Directors  :• 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 

ggni^KTOEA  NEW  FIGURES  RAISE  CONCERNS  OVER  CHAEBOLS'  COMMITMENT' TO  CORPORATE  RESTRUCTURING 

Top  five  conglomerates’  debt  burden  soars 


^ John  Burton  in  Seoul 

The  debt  burden  for  South 
Korea  s top  five  conglomer- 
ates. or  chaebol,  grew  by 

/*l£Lr  f 10  W™234.500bn 

<®1  Z9bn)  last  year,  raising 
concerns  about  their  com- 
mitment to  corporate 
restructuring  in  response  to 
the  nation’s  recent  financial 
crisis. 

Daewoo  and  Hyundai,  the 


two  largest  chaebol,  were 
mainly  responsible  for  the 
increase,  with  Daewoo’s  debt 
soaring  by  40  per  cent  to 
WgnS9.872bn  and  that  for 
Hyundai  by  17.5  per  cent  to 
Won72,632bn,  according  to 
the  Fair  Trade  Commission. 

The  new  figures  increase 
doubts  about  whether  the 
leading  chaebol  will  be  able 
to  meet  a government  target 
of  reducing  their  debt/eqirity 


ratio  to  200  per  cent  by  the 
end  of  the  year  in  a move  to 
trim  their  sprawling  indus- 
trial empires. 

The  ETC  said  the  avenge 
debt/equity  ratio  for  the  top 
five  chaebol,  which  also 
includes  the  Samsung,' LG 
and  SK  groups,  had  fallen  to 
335  per  cent  last  year,  but 
this  was  due  mainly  to  capi- 
tal increases  and  reevaluat- 
ing assets  instead  of  busi- 


ness disposals  as  desired  by 
the  government. 

The  government  recently 
warned  that  it  would  disal- 
low asset  re-evaluations  In 

calculating  the  chaebol's' 
debt/equity  ratio,  which 
forced  Daewoo  and  Hyundai 
last  week  to  resubmit  new 
restructuring  plans  to  credi- 
tor banks. 

Analysts  estimate  the  debt 
ratio  for  Hyundai  would  rise 


to  600  per  cent  and  that  for 
Daewoo  to  500  per  cent  if 
asset  re-evaluations  are 
excluded,  raising  questions 
about  their  financial  stabil- 
ity. 

Excessive  and  unsound 
investments  by  the  top  five 
chaebol  were  a main  cause 
for  the  financial  crisis, 
according  to  a recent  study 
by  the  Korea  Development 
Institute,  ft  said  the  chaebol 


based  their  decisions  “in 
anticipation  of  a financial 
rescue  from  the  govern- 
ment” if  the  Investments 
went  sour. 

It  is  uncertain  what  action 
the  government  will  take  if 
the  chaebol  fail  to  meet  the 
debt  reduction  target, 
although  it  Is  possible  that 
creditor  banks  might  be 
forced  to  suspend  new  lend- 
ing. 


Nissan  does  sums 
with  many  parts 

The  Renault  deal  will  mean  consolidation 
for  suppliers,  writes  Alexandra  Harney 


After  all  the  flower 
arrangements  and  tea 
cups  were  put  away,  the 
ash  trays  emptied  and  the 
television  crews  dismissed, 
Yoshikazu  Hanawa,  Nissan 
president,  began  the  compa- 
ny’s own  clean-up  campaign 
last  weekend. 

Less  than  24  hours  after 
signing  a strategic  alliance 
with  Renault  to  give  the 
French  carmaker  a control- 
ling stake  in  the  company, 
Mr  Hanawa  called  execu- 
tives from  Nissan’s  top  parts 
suppliers  to  company  head- 
quarters in  Tokyo. 

His  message  was  simple: 
lower  your  cost  structures  or 
risk  losing  our  business.  The 
meetings  sent  a shiver 
through  the  ranks  of  Nis- 
san’s parts  makers.  Japan's 
largest  automotive  kevretsu 
(industrial  grouping). 

The  alliance  with  Renault 
is  likely  to  force  Nissan  to 
unravel  cosy  industrial  ties 
built  up  over  the  past  50 
years  and  stimulate  a funda- 
mental' consolidation  of 
Japan's  fragmented  parts 
industry. 

“The  Nissan  kebretsu  as  we 
knew  it  in  the  past  is  dead. 
The  Nissan  keiretsu  two 
years  from  now  is  hot  going 
to  bear  any  resemblance  to 
what  we  see, -today,”-'  warns 
Stephen  Usher,  analyst  at 
Jardine  Fleming  Securities. 

Nissan,  emboldened  by 
Renault’s  own  restructuring, 
expects -to  squeeze  one-third 
of  the  $£L3bn  worth  of  syn- 
ergy gains'  expected  by  2QQZ 


from  its  parts  makers.  This 
is  likely  to  mean  another 
round  of  price  cuts ' for  its 
leading  suppliers,  including 
companies  such  as  Calsonlc, 
Kansei,  and  Unisia  JECS. 
These  groups,  in  turn,  will 
press  their  smaller  suppliers 
to  cut  prices. 

For  financially-strapped 
parts  makers,  this  Is  just  the 
latest  bad  news. As  .they 
build  more  plants  overseas, 
Japanese  carmakers  are  rely- 
ing more  heavily  on  US  and 
European  parts  makers.  US 
companies  sold  a record 
$i3.3bn  to  Japanese  car- 
makers  In  the  first  half  of 
fiscal  1996,  up  15.7  per  cent 
on  the  previous  year,  accord- 
ing to  the  Japan  Automobile 
Manufacturers  Association. 
Industry  officials  predict 
that  this  trend  is  likely  to 
continue. 

At  the  same  time,  car  and 
truck  sales,  particularly  .at 
Nissan,  have  tumbled  to 
their  lowest  levels  in  more 
than  a decade.  Suppliers 
responded  by  slashing  costs 
and  trimming  their  work- 
forces with  remarkable 
speed. 

The  push  for  consolidation 
has  provided  a window  of 
opportunity  for  foreign  parts 
makers  and  domestic  car- 
makers. Robert  Bosch,  the 
German  parts  group,  became 
the  first  company  to  take 
majority  control  of  a Japa- 
nese parts  maker  when  it 
bought  50  per  cent  of  Zexel, 
a diesel  engine  pump  manu- 
facturer, earlier  this  year. 


Nissan's  dean-op  campaign  ts  set  to  bring  many  changes 


Gary  Hester,  chief  financial 
officer  of  Mazda,  said 
recently  he  expected  to  weed 
out  some  of  the  group's  500 
local  suppliers.  Nissan,  as 
part  of  its  restructuring,  is 
already  selling  shares  in 
components  makers  includ- 
ing .Ikeda  Bussan,  Unisia 
JECS,  and  an  automotive 
seal  manufacturer  called 
Kinugawa . Rubber  Indus- 
tries. 

Kosei  Minami,  Nissan 
vice-president,  said  the 
merger  -with.  Renault 
Was  awopri  at  strengthening 
the  groups  against  their 
European  rivals. 

In  order  to  supply  Renault 
and  Nissan  globally,  Japa- 
nese suppliers  will  need  to 
beef  up  production  capacity 
overseas  and . develop 
value-added  technologies  - 
particularly  highly  efficient 
law  emj&sions,  and  computer 
controlled  systems. 

The  challenge  is  doubly 
great,  because  demands  for 


lower  costs  and  more  sophis- 
ticated components  come  at 
a time  when  profitability  is 
in  the  doldrums.  For  exam- 
ple, Calsomc.  a climate  sys- 
tem, radiator,  and  muffler 
manufacturer,  saw  pre-tax 
profits  tumble  14  per  cent  to 
Y9.79bn  (380.2m)  in  the  year 
to  March  1998. 

Peter  Boardman,  analyst 
at  Warburg  Dillon  Read,  said 
“only  a handful”  of  Nissan’s 
suppliers,  including  Calsomc 
and  Unisia  JECS,  were  inter- 
nationally competitive. 

These  companies,  along 
with  efficient  parts  makers 
such  as  Denso,  see  Mr  Hana- 
wa’s  clean-up  campaign  and 
foe  alliance  with  Renault  as 
an  opportunity  to  drum  up 
new  business.  However, 
industry  executives  agree 
that  consolidation  will  not 
happen  overnight 
' “It  isn't  as  though  we’re 
making  bread  - our  business 
requires  testing  and  manu- 
facturing. It  will  take  some 
time,”  said  one  executive* 


Haier  to  raise 
$200m  from 
overseas  listing 


By  James  Harding  In  Shanghai 


Qingdao  Haier,  China's 
leading  home  appliance 
maker,  is  looking  to  raise 
3200m  from  an  overseas  list- 
ing, in  a share  issue  likely  to 
test  international  sentiment 
towards  a leading  Chinese 
company. 

Waning  investor  confi- 
dence in  China’s  economy 
and  concerns  about  the  out- 
look for  Chinese  businesses 
have  forced  enterprises  to 
abandon  recent  proposed 
share  listings. 

The  first  two  Initial  public 
offerings  of  mainland  compa- 
nies destined  for  the  Hong 
Kong  stock  market  this  year 
- Heilongjiang  Agriculture 
and  Shandong  International 
Power  Development  - have 
fallen  through,  with  the 
companies  citing  volatile 
market  conditions.  Other 
companies  have  delayed 
their  plans  for  a market 
debut 

Haier  said  Its  proposals  for 
an  international  share  offer- 
ing had  been  approved  by 
the  China  Securities  Regula- 
tory Commission,  the  mar- 
ket regulator.  But  the  details 
of  an  issue  “worth  around 
S2QOm”  were  still  under  dis- 
cussion. 

The  company  is  under- 
stood to  have  abandoned  its 
earlier  intention  to  list 
shares  on  China's  B share 
market.'-  the  depressed  and 
illiquid  domestic  stock  mar- 
ket for  foreign  investors.  The 
move  underlines  how  Chi- 


nese companies,  much  like 
international  share-buyers, 
have  given  up  on  the  B 
share  market,  which  has 
been  in  steady  decline  for 
well  over  a year. 

Haier  has  not  decided 
where  the  shares  will  be 
issued,  although  it  is  under- 
stood to  be  looking  closely  at 
the  possibility  of  a Hong 
Kong  listing.  The  company 
has  been  given  CSRC 
approval  to  list  its  “white 
home  appliance"  assets  - 
plants  making  refrigerators, 
washing  machines  and  air 
conditioners  - according  to 
officials.  Haier  is  in  the  pro- 
cess of  recruiting  a foreign 
underwriter,  and  although  it 
gave  no  timetable,  the  offer 
is  expected  to  begin  before 
the  end  of  the  year. 

Over  the  past  five  years, 
Haier  has  emerged  as  one  of 
the  most  competitive  domes- 
tic appliance  manufacturers 
in  China,  beating  back  com- 
petition from  some  of  the 
best  known  US  and  Japanese 
brands  to  recapture  market 
share.  Haier  Group  achieved 
a 50  per  cent  increase  in 
sales  last  year  to  about 
Rmbi6bn  ($l.9bn>,  according 
to  official  media,  which  have 
not  given  earnings  figures. 

Haier  is  now  also  under- 
stood to  be  working  on  the 
launch  of  an  online  shopping 
mall  for  China.  The  service 
is  intended  to  make  more 
domestic  products  available 
to  Chinese  internet  users 
and  boost  the  development 
of  e-commerce  in  China. 


NEWS  DIGEST 


AIRLINES 


Tycoon  commits  to  fresh 
$200m  investment  in  PAL 

Lucfo  Tan,  the  Rfipino-Chinese  business  tycoon,  has 
agreed  to  provide  a fresh  capital  injection  of  $200m  into 
Philippine  Airlines  if  no  other  Investor  can  be  found  to  help 
support  the  ailing  national  carrier. 

The  move  follows  recent  speculation  about  the  commit- 
ment of  Mr  Tan,  the  majority  shareholder  in  PAL,  to  the 
airline's  proposed  revival  plan  which  Is  under  review  by  the 
Philippine  Securities  and  Exchange  Commission. 

Under  the  plan,  receivers  to  the  airline  are  seeking  a 
restructuring  of  toe  airline's  $2bn  debt  burden  and  fresh 
capital  Injection  of  $20 0m  which  will  eventually  make  up 
90  per  cent  of  the  equity  in  PAL. 

There  had  been  much  speculation  in  the  local  press  that 
Mr  Tan  could  be  seeking  to  build  a stake  in  a rival  domes- 
tic airline,  Air  Philippines,  which  is  reportedly  seeking  a 
restructuring  of  debt  owed  to  Allied  Bank,  an  institution 
controlled  by  toe  Rlipino-Chinese  businessman.  Sources  in 
PAL  have  also  Indicated  that  there  has  been  conflict 
between  Mr  Tan  and  a group  of  executives  recruited  from 
Cathay  Pacific  to  oversee  the  revival  of  PAL. 

However,  Mr  Tan,  once  of  the  closest  allies  of  the  late 
dictator  Ferdinand  Marcos,  has  given  a commitment  to 
government  officials  to  back  PAL  if  no  fresh  investor  can 
be  found  by  a June  4 deadline. 

“He  (Tan)  is  going  to  try  and  secure  the  $200 m.  He  has 
to  produce  it . . Essentially,  he  made  the  commitment  that 
he  wBl  produce  it  If  he  is  not  able  to  get  an  investor."  Ron- 
aldo Zamora,  the  Philippine  executive  secretary  told  local 
reporters. 

The  commitment  is  likely  to  smooth  toe  passing  of  the 
revival  plan  for  PAL  by  the  SEC  which  is  expected  to  rule 
on  it  by  April  15.  The  SEC  has  recently  indicated  the  lack 
of  definite  information  about  fresh  investors  could  be  an 
obstacle  in  approving  the  plan. 

Tony  Tassefl,  Manila 

SECURITIES 


China’s  regulator  issues  ban 

China's  stock  market  regulator  has  banned  eight  securities 
companies  from  providing  consulting  services  for  three 
years  as  punishment  for  conducting  what  it  deemed 
“unauthorised  operations". 

Among  toe  companies  penalised  for  irregular  business 
practices  is  one  of  toe  provincial  offices  of  China  Guotai 
Securities,  one  of  China’s  largest  stock  brokerages.  The 
ban  on  Guotai 's  Zhengzhou  branch  does  not  affect  the 
operations  of  the  company's  many  other  branches,  but  it 
is  the  second  embarrassment  for  the  flagship  Chinese  bro- 
kerage in  toe  last  sue  months. 

Late  last  year,  Hongguang  Industrial,  a provincial  elec- 
tronics manufacturer  based  in  Sichuan,  was  discovered  to 
have  secured  a stock  market  listing  by  claiming  to  be  prof- 
itable, when  it  was  in  fact  making  substantial  losses.  Guo- 
tai had  promoted  toe  original  share  issue  and,  after  the 
violations  at  Hongguang  came  to  light,  toe  authorities  also 
reprimanded  Guotai. 

The  Shanghai  Securities  News,  the  official  newspaper, 
said  yesterday  that  the  China  Securities  Regulatory  Com- 
mission (CSRC)  had  also  banned  14  individuals  from  toe 
securities  consultancy  business  for  three  years  for  acting 
without  regulatory  approval. 

China  enacted  rules  governing  securities  consulting  s 
year  ago,  ordering  all  organisations  and  individuals  to 
obtain  approval  from  the  CSRC. 

James  Harding,  Shanghai 


Cash  Offer 

by 

Ceneopac  SA. 

(a  company  jointly  ovmtd  by 

Argos  Funds  and  Croesus  Central  European  Corporate  Restrectnring  Ftnid  Ltd.) 

for 

- COFINECN.V. 

THIS  ADVERTISEMENT  IS  NOTAN  OFFER  FOR  THE  PURCHASE  OR  SALE 
OF  SECintimS  IN  THE  UNITED  STATES.  C^AIUUkUSTUXJAOftjsnN 

CA  IB  ravesnnembank  Aktiengesellschaft  (“CA  IB")  wnooaces  on  betatf  of  Ceneopac  SA.  (“Bidder)  tint 
Bidder  is  making  a rah  offer  (fee  "Cafe  Offer”)  to  acquire  aH  of  fee  3,293.766  Crime  GDRa  mdfot  CoSocc 
Shares  (.fee  TCofinec  Securities")  currently  held  by  Cafinec  Security  Baida's.  The  Cefe  Offer  » coufirianal  upon 
Valid  Acceptances  being  received  in  respect  of  such  number  of  Cofinec  Souuiifci  as  itprvai  (together  with  any 
rtihw  Cofine*:  Securities. acquired  by  Bidder  outside  fen  Cash  Offer)  100*  or  such  tower  percentage  as  Bxkier 
my  decide  bvt  ia  any  even  an  Jess  than  67%  of  fee  dare  capiat  of  Cofinoc.  The  fan  terms  andcondmonvof 
fee  Cafe  Offer  ( including  details  of  how  fee  Cafe  Offer  nay  be  accepted)  are  see  oat  in  fee  offer  document  dated 
2 April,  199*)  (fee  “Offer  Document”)  and  fee  accompanying  form  of  acceptance  (fee  “Bonn  of  Accepancc"). 
Items  defined  in  fee  Offer  Document  have  the  same  meanings  in  this  advertisement. 

:A  Cafinec  Security  Bolder  who  validly  accepts  fee  Cafe  Offer  will  receive  HUF  2J76.in  cafe  ft* -each  Cafinec 
Security  (which  translate  w USS  10.00  or  Ereo  9.32  as  at  Mndi.30,  1999-  fee  lest  i«y  of  trading of  CaGax 
Securities  on  fee  Budapest  Stock  Exchange  prior  to  fee  announcement  of  the  Cafe  Offer).  Accepting  Cofioec 
Security  HoWera  who  are  noMM  resident  Jn  Hungary  ami  meet  fee  relevant  Hungarian  foreign  exchange 
Kgafettons  will  abo  he  entitled  to 'receive  payment  far  feeir  Cafinec  Securities  in  USS.  cafcntaed  in  nmtiauuc 
wife  die  procedure  set  mu  in  fee  Offer' Downed. 

The  Cafe  Offer  values  fee  share  capital  of  Cofinec  at  approximately  HUF  7.*  Milton  (USS  32.9  million. 
Boro  30^7  mtDton).  '■ 

Chpies  of  the  Offer  Dooifeent  and  Fdrajs  of  A«eptanMaresvaiI*btetac^^ 

' CA  IB  Securities  Ltd-.  Nagysandar  Jtasef  <heb  jO,  1054  Budapest,  Hmgny,  Ftaaal  address:  1372  Bodapeo, 
a Pf  4847ryeptone:  +36  1 2M  07  11/350  or  +36  1 302  8050  and  Banqne  Gfatirafe  da  Uuembouis, 
jr  50  aveniie  SJ3.  Kennedy.  I2S5 1 I^embcxng,TU«?feoue: +352  4242  2005. 

■The  Cash  Offer  wffl  beopeu  for  acceptance  mufl  15:00  to  (Budapest  md  Uaembom*  forelc*  25  M«*«99- 
Cn&mf  Security  Holder;  should  note  feat  if  fee  Cash  Offer  u declared  nnccw&ixttal.  Bidder  wiU  encoder 
applying  SSrndapest  Stock  Exchange  and  the  Luxembourg  Stock  Eactangeibribe  withdraw  <rf  the  Ctofinec 
Securities  from  listing  an  those  exchanges. 

■ 77m  cast  offer  will  not  be  made,  directly  or  indirectly,  ia  or  iuo.  or  * «*  of.  fen  mails  «■  any  means  « 
imtnmtencdity  l including  without  limitation.  tefcpbodcaHy  or  ebswomcally)  of  uwasare  or  fo^  cranmaw 
national  securities  exchange  of.  fee  linked  Sate.  Canada,  Atwtala  or  Japjn  and 
iemSySSSh  Offer  wifi  riot  te  capable  of  acceptance  by  any  snefa  me.  means,  maramefetlity- « fatality 
■SSSn  fee  United  States.  Cfeada,  Australia or  Jnprm.  Doing  fe  may  render  tnwlid  any  prepared 

acceptance.  ■ 

„ . J«rth4c  adwrtfa-mein  are  not  being,  and  most  not  be.  nuuhxl  or  otherwise  forwarded, 

Canada. Australia  or  Sqjsn  and 

■dfcnfeuicd  a seatia  ^ rnandums)  mag  notnmflor  otherwise  forward,  diairibnie  or  rend 

Document  or  Form  ^ rfAcceptanre  (reany^ 

United  Stares,  Canada.  Australia  W Japan-  TJt  j..  . 

I ir.li..rt  nn  hrhntf  rtf  Bwhfrr  «nd  fen  maeag'Jirre  been  awtoved  by  CA  IB.  wmcfa  a. 

TO,  ^ Arf-d*  LtaMC  to  P«po*«  Of 

Act  1986.  CAEBffi  wring  exriurivdy  far  Bidder  and  for  wooe  the  in 

}SertK»  57  willnol  be  irapoosibfe  w anyone  otte  chan  Bidder  far  providing  the 

connection  wife  fee.  Cash  m , xjv^x  m relation  n fee  Cafe  Offer  Cofinec  Secaricy 

HoWerewt^”^.toseek*“r  , reciiac  arsdkaMe  w the  Cash  Offer  may  be  Afferent  fiaa  that 

Of  fee  United  Kingdom.  COMcqneMiy.  me 

fApdL  P . 
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for  farther  information  plot}-:..-  collect: 

Giii-fa  Aston  in  London 

To!;  ,44  171  373  3230  Fax:  -44  171  S73  3241  ,m,„;  cfafa.^ion yFT.ccm 

or  Shjrmifa  Cfavnoni  in  Mumbai 
T|.,.  22  2C4  S530  Fox:  -SI  22  2S3  5799 

Modi^cof^cRopro^.p^fa;fa^K•:rcp^.-so^:t.l;'o.^^v  ;.^.^Ji^.9Copr.^co.^l 
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TELECOM 

ITALIA  S.p.A 


Registered  Office  at  34  Via  Berxola,  Turin 
Corporate  Headquarters  and  Secondary  Office  at  41  Corso  d'ltaJta,  Rome 
Capital  Stock  L 7,421  £5 1 ,726,000,  fully  paid-in 
Entered  under  No.286/33  in  the  Ordinary  Section  of  the  Company  Register  of  Turin 

Tax  I.D.  No.  00471850016 


NOTICE  TO  SHAREHOLDERS 

With  reference  to  the  Ordinary  and  Extraordinary  Shareholders'  Meetings  to  be  held  in  Turin 
at  Centro  Fiere  Pavilion  I - 294  Via  Nizza,  Lingotto  at  10:00  a.m.  on  the  following  days: 

• April  9,  1999,  the  first  call  for  the  ordinary  and  extraordinary  meetings; 

• April  10,  1999,  the  second  call  for  the  ordinary  and  extraordinary  meetings; 

• April  1 1,  1999,  the  third  call  for  the  ordinary  and  extraordinary  meetings; 

notice  is  hereby  given  that  as  of  today,  as  agreed  with  CON  SOB,  the  supplementary 
documentation  to  that  already  deposited  according  to  current  law  is  available  to 
Shareholders  and  to  anyone  requesting  a copy  from: 

the  registered  office  at  34  Via  Bertola,  Turin 

the  office  at  189  Via  Flaminia,  Rome 

(instead  of  the  secondary  office  which  is  closed  for  renovation) 

the  office  of  the  Borsa  Italiana  S.p-A/in  Milan 

The  Shareholders  can  request  a copy  of  the  aforementioned  documentation  from  the 
abovemerrtioned  offices  from  9:00  a.m.  to  6:00  p.m.,  as  well  as  from  the  following  numbers: 


Toll-free 

167- 020220  from  Italy 
08000569030  from  the  United  Kingdom 
1 8886892286  from  the  USA 

From  other  countries,  the  following  numbers  can  be  used: 
+39-0636001 273/063600 1 274/063600 1 275 

Request  can  also  be  sent  by 

internet  to  the  e-mail  address 

afferisocletari@telecomitalia.it 

This  notice  is  also  available  at  our  website:  http://www.telecomitaJia.it 
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MEDIA  $2.1  BN  DEAL  MAKES  US  GROUP  SECOND-BIGGEST  SHAREHOLDER  AND  GIVES  MURDOCH  COMPANY  CONTROL  OVER  FOX  I IKPMG  made-:  *-p 

Liberty  to  take  8%  stake  in  News  Corp  own  offer  to  ^ 


MEDIA  $2.1  BN  DEAL  MAKES  US  GROUP  SECOND-BIGGEST  SHAREHOLDER  AND  GIVES  MURDOCH  COMPANY  CONTROL  OVER  FOX 


By  Gwen  Robinson  In  Sydney 

Shares  in  News  Corp  surged 
12  per  cent  in  Sydney  yester- 
day after  the  company 
announced  that  Liberty 
Media  of  the  US  would 
acquire  about  8 per  cent  of 
Rupert  Murdoch’s  global 
media  group. 

In  a two-step  deal  worth 
USS2.ibn,  News  is  to  buy 
“substantially  all''  of  Liberty 
Media's  50  per  cent  interest 
in  the  Fox/Liberty  Networks 
partnership.  Liberty  Media  is 
controlled  by  AT&T.  The 
Fox/Liberty  venture  Includes 


regional  sports  programmer 
Fox  Sports  Net.  a cable 
entertainment  channel  and 
related  assets. 

In  exchange.  Liberty  wffl 
receive  about  51  An  non-vot- 
ing American  Depositary 
Receipts  valued  at  S1.43bn, 
and  has  agreed  not  to  sell 
them  for  two  years. 

The  deal  would  make  Lib- 
erty the  second  largest 
shareholder  in  News  with  a 
stake  of  about  8 per  cent, 
behind  the  Murdoch  family 
with  about  30  per  cent.  It 
would  also  end  News  Carp  s 
troubled  relationship  with 


MCI,  which  has  been  marked 
by  tensions  over  attempts  to 
establish  a US  satellite 
broadcasting  venture. 

Jobn  Malone.  Liberty 
chairman,  described  News  as 
“one  of  the  best  managed 
and  positioned  global  enter- 
tainment companies  in  the 
world”. 

Analysts  said  the  fact  Mr 
Malone  was  content  to  take 
non-voting  stock  In  News 
ratber  than  in  Fox  Enter- 
tainment. its  Sl-per  cent 
owned  film  and  television 
arm,  showed  “extremely 
high  levels  of  confidence"  in 


News,  and  the  shares 
jumped  Ail .38  at  AS13.08. 

Mr  Murdoch  said  the 
agreement,  which  will  give 
News  full  control  of  Fnx/Lib- 
erty  Networks,  highlighted 
News’s  expansion  in  US 
cable  television,  particularly 
in  sports  and  entertainment 
programming. 

“This  deal  will  enable  us 
to  leverage  more  fully  the 
Fox  brand  across  our  cable 
and  broadcast  properties 
while  giving  us  added  flexi 
bility  over  our  sports  and 
entertainment  channels." 

News  Corp  said  that  buy- 


Nortel  strategy  convinces  the  doubters 


Its  move  into  data  networking  appears  to 
be  paying  off,  writes  Scott  Morrison 


Nortel 

Share  pnoe  relaBre  In  the  TSE  300  index 


Investors  and  customers 
appear  to  be  buying  in  to 
Nortel  Networks’  new  stra- 
tegic direction,  despite  ini- 
tial doubts  that  the  Cana- 
dian telephone  equipment 
maker  could  transform  itself 
into  a next-generation 
networking  company. 

Nortel’s  shares  tumbled 
last  summer  amid  concerns 
over  the  company’s  expan- 
sion into  data  networking. 
And  investor  worries  that 
the  US$GJbn  acquisition  of 
Bay  Networks,  the  US  maker 
of  data  networking  equip- 
ment, would  hit  earnings, 
sent  Nortel  shares  tumbling 
by  about  60  per  cent  over 
five  months. 

But  market  sentiment  has 
changed  dramatically  in  the 
last  half  year.  Analysts  are 
encouraged  that  Nortel 
appears  to  be  bridging  the 
corporate  culture  gap. 
retaining  key  Bay  staff  and 
adopting  Bay's  quicker  pace. 
Investors  are  so  encouraged 
by  Nortel's  prospects  that 
the  company's  share  price 
has  more  than  doubled  in 
the  past  six  months,  nearing 
its  52-week  high. 

The  turaround  is  evidence 
that  investors,  analysts  and 
customers  are  moving  to 
seize  the  technological  high 
ground,  says  Benn  Mikula.  a 
vice-president  and  director 
at  RBC  Dominion  Securities. 
“There  is  a clear  sense  that 
Nortel  is  beginning  to  be  a 


player  in  defining  how  net- 
works will  be  built,  and  how 
technology  will  be  integrated 
into  a vision  of  the  future,” 
he  says. 

Known  until  recently  as 
Northern  Telecom,  a tele- 
phone equipment  maker 
overshadowed  by  larger 
rivals  in  the  US  and  Europe, 
the  company  stunned  the 
industry  last  year  by  com- 
mitting itself  to  the  conver- 
gence between  telecoms  and 
data  with  its  acquisition  of 
Bay,  which  was  losing 
ground  to  Cisco  Systems,  its 
larger  data  com  rival. 

Much  of  the  credit  far  Nor- 
tel's re-emergence  goes  to 
John  Roth,  the  chief  execu- 
tive who  issued  an  internal 
memo  over  a year  ago 
announcing  that  Nortel 
would  refocus  on  data  com- 
munications. Observers  say 
Nortel's  move  gave  it  a head- 
start in  the  race  to  became 
an  equipment  provider  for 
the  next  generation. 

In  February,  the  company 
unveiled  Succession  Net- 
works. technology  that 
enables  large  telecoms  carri- 
ers to  overlay  data  network- 
ing capabilities  on  to  their 
existing  voice  networks 
without  having  to  scrap  an 
estimated  Si.OOObn  worth  of 
investments  in  the  current 
networks. 

Nortel's  technology,  com- 
patible with  about  90  per 
cent  of  existing  network 
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architecture,  could  help 
large  carriers  to  make  the 
transition  towards  building 
multipurpose  networks  that 
enable  them  to  provide  cus- 
tomers seamlessly  with 
voice,  data,  video,  internet 
and  wireless  services.  It  is 
under  evaluation  by  South- 
western Bell,  France  Tele- 
com. and  AT&T. 

Lucent  has  unveiled  simi- 
lar technology,  although  it  is 
not  compatible  with  net- 
works built  by  other  equip- 
ment makers.  Analysts  say 
Cisco.  Nortel’s  other  US 
rival,  lacks  the  voice  net- 
working background  and  the 
relationships  needed  to  be  a 
strong  competitor  in  the 
large  carrier  segment  Nor- 
tel's European  rivals,  such 
as  Siemens,  Alcatel  and 
Ericsson,  are  given  little 
time  to  act  if  they  are  to 
remain  industry  forces. 

Mr  Roth  has  also  hinted 


that  his  company  could  soon 
step  on  a few  more  toes  by 
announcing  an  agreement  to 
provide  data  networking 
equipment  to  a “major  trans- 
national carrier"  in  Europe. 

But  Nortel,  like  its  rivals, 
faces  several  challenges.  It 
must  develop  a more  effi- 
cient method  of  transmitting 
data  traffic  across  networks. 
Nortel  is  also  trying  to 
develop  a more  affordable 
way  for  carriers  to  move 
from  circuit  technology, 
used  for  voice  traffic,  to 
packet  technology,  which  is 
more  efficient  for  data. 

A third  challenge  is  to 
develop  an  integrated  wire- 
line  and  wireless  internet 
enabling  usees  to  hold  con 
versations.  access  voice-mail 
and  scroll  through  data 
banks,  as  well  as  send  and 
receive  e-mail  through  a 
cordless  phone,  laptop  com- 
puter or  other  device.  Mr 
Roth  says  his  company  will 
probably  make  a few  mon? 
small  acquisitions  to  “fill 
some  holes". 

Maribel  Lopez,  an  industry 
analyst  at  Forresters,  says 
Cisco,  Lucent  and  Nortel  are 
most  likely  to  develop  the 
technology  that  will  enable 
carriers  to  build  next-genera- 
tion networks. 

Many  industry  analysts 
would  argue  that  Nortel's 
inclusion  in  such  a select 
group  speaks  volumes  about 
Mr  Roth’s  foresight. 

Now  he  must  demonstrate 
that  the  expectations  are 
well  founded. 


Notice  to  shareholders  in 
ForeningsSparbanken  AB  / Swedbank 

The  Annual  General  Meeting  of  ForeningsSparbanken  AB  / Swedbank  will  be  held  at  the 
Royal  Dramatic  Theatre  in  Stockholm,  on  Thursday,  April  ’9, 1999,  at  1.00  p.m.  (GET). 
Admission  and  registration  will  begin  at  11-30  a.m.  (GETl. 


Notification  etc. 

Shareholders,  who  wish  to  amend  the  Annual  General  Meeting 
must  be  registered  in  the  share  register  kepr  by  Varde- 
papperscentralen  VPC  AB  (the  Swedish  Securities  Register 
Centre)  on  Monday.  April  19.  1999,  and  must  notify  the 
Company  Secretary,  FureninKsSpurbanken  AB/Swedbank. 
S-W.S  5-f  Stockholm  not  later  than  Monday,  .April  2h.  1999,  at 
3.00  p.m.  (CET)  in  writing,  by  telephoning  +46-.S-O70  Jl  40 
nr  faxing  +4h  # 411  56  64  or  un  the  Internet, 
w-w  u-.rnrening5spaibanken.se/ir  under  the  heading  bolags- 
Ntamma  (Annual  General  Meeting). 

When  giving  notice  of  attendance  shareholders  should 
stare  name,  personal/cnmpany  registration  number  (in  the 
ca.se  of  Swedish  citizens  oi  companies),  address  and 
telephone  number.  Shareholders  represented  by  proxy 
should  send  a duly  signed  Power  of  Attorney  and.  if  the 
Power  of  Attorney  is  issued  by  j legal  entity,  a certified 
Registration  Certificate  or  other  document  attesting  the 
authority  of  the  person  signing  to  die  Bank  hefore  the 

AGM. 

Shareholders  whose  shares  arc  nominee-registered 
must,  to  be  qualified  ro  attend,  request  rhat  they  are 
temporarily  registered  in  the  share  register  kept  by  the 
.Securities  Register  Centre.  Such  registration  which 
normally  rakes  several  days  must  be  effected  bv  April  ft 
1999.  Shareholders  should  advice  their  trustees  nf  such 
request  in  good  time  before  that  dace. 


Agenda 

Matters  that  by  law  and  the  Article*  of  Association  shall 
come  before  the  AGM  include  the  presentation  of  the 
.Annual  Report  of  the  Board  of  Directi  vs  and  ihc  Auditors’ 
report  as  well  as  the  consolidated  financial  statements  and 
the  consolidated  Auditors’  report  for  the  financial  year  199a. 
the  adoption  of  the  profit  and  loss  account  and  the  balance 
sheer  as  well  as  the  consolidated  profit  and  loss  account 
and  the  consolidated  balance  sheet,  the  discharging  of  the 
members  nf  the  Board  of  Directors  from  liability  for  the 
period  covered  by  the  Report,  the  disposition  of  die  Bank's 
profit  in  accordance  with  the  adopted  balance  sheet,  the 
approval  nf  the  record  day  for  the  dividend  and  the  election 
of  the  Board  of  Directors  and  Auditors. 

'I'hc  Board  of  Directors'  proposal  for  a bonus  issue, 
which  would  increase  the  Bank's  subscribed  capital  by  SEK 
3 319  M to  SEK  1(1356  M through  a transfer  from  restricted 
funds  to  subscribed  capital,  whereby  every  tw  okl  shares 
would  convey  the  right  tu  receive  one  new  share.  The 


pmposed  record  tljy  fur  the  right  to  participate  in  the  bo- 
nus issue  is  Friday.  June  4. 1999,  The  last  day  for  trading  in 
the  Bank's  share  with  the  right  to  participate  in  the  burno 
issue  i.sJunc  1. 1999 

The  Board  of  Directors'  proposal  to  amend  the  .Vr  rides 
of  .Association  ow  ing  rn  part  to  the  new  legislation  on  busi- 
ness entities  fur  hanking  companies,  which  has  ncrcviirarcd 
changes  in.  among  other  things,  the  mandate  period  for 
the  Auditors  and  notification  and  registration  procedures 
fur  the  Annual  General  Meeting,  and  in  part  to  the 
proposed  Ikjhus  issue,  which  will  require  changes  rn  eqiiicv 
limits  w ich  respect  to  the  si/e  nf  die  subscribed  capital. 


The  Annual  Report  with  financial  sratc-ments  and  rhe 
Auditor's  Report  as  well  as  tl»c  complete  prop*  •sals  nf  the 
Board  and  the  complete  proposal  nf  the  Election  Cimunitictf 
concerning  election  »if  the  Iburd  ■ if  Directors  and  Auditors 
are  available  from  the  Company  Secretary.  VVircnmgs- 
Sparban  ken  / Swedbank.  Hrunkchergsrnrg  X.  9t<n-khn|m. 


Dividend 

The  Board  nf  Directors  recommends  that  the  shareholders 
receive  a dividend  «>f  KEK  “.Oh  per  share. 

Tuesdas.  May  4.  |99n  is  proposed  as  rhe  re«  nrd  Jj»  for 
the  right  to  the  1999  dividend.  With  that  record  d.w  the 
last  day  for  trading  in  the  Bank's  share  with  the  right  n> 
dividend  is  Thursday.  April  2f*.  1909. 

If  the  Amuu!  General  Meeting  adopts  the  Board 
Directors'  recommendation  the  cash  dividend  is  expected 
to  be  paid  by  VPGnn  Tuesdas.  Mas  II.  |9*m 

Stockholm.  March  1999 
FuneningnSpurhanken  AB  (puhli/.Swudbiink 
Board  of  Directora 


Swedbank 


iny  out  Liberty's  interest 
would  hotter  enable  Fox 
Entertainment,  its  film  and 
television  firm,  to  pursue 
alliances  and  acquisitions 
“on  its  own  timetable  and  at 
its  sole  discretion".  Full  con- 
trol should  also  promote 
“additional  synergies”. 

In  a related  deal.  News 
said  Prince  Alwaleed  Bin 
TaiaJ.  the  Saudi  Arabian 
i rives  Lor.  would  also  acquire 
#ra  News  Corp  ADRs,  adding 
to  his  existing  stake  of  5 per 
cent  in  News's  non-voting 
sbares  acquired  in  1997. 
Prince  Alwaleed  is  a close 


business  associate  of  Mr 
Murdoch. 

News  would  also  repur- 
chase 56.2m  non-voting 
ADRs  from  MCI  WorldCom, 
which  has  held  warrants 
over  the  News  ADRs  since 
1995.  News  said  subject  to 
shareholder  approval,  it 
intended  to  repurchase  the 
entire  amount  for  about 
$i.39bn  and  then  sell  28.1  ra 
of  the  ADRs  to  Liberty  at  the 
same  price  it  bought  them 
from  MCI. 

See  Editorial  Comment 
See  Lex 
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By  Jim  Kelly  In  London  

Arthur  Andersen's  attempt 

to  poach  the  Canadian  prac- 
tice of  rival  "Big  Five"  firm 
KPMG  collapsed  after  part- 
ners were  made  a generous 
alternative  offer  including 
an  injection  Dr  up  to  C$3Q0W 
(USS20om>  into  the  pension 
fund,  it  emerged  yesterday. 

Spencer  Lanthier,  KPMG’s 
Canadian  chief  executive, 
blamed  the  collapse  of  the 
Andersen  deal  on  uncer- 
tainty caused  by  a dissident 
vice-chairman  who  won  the 
backing  of  an  Ontario  court 
tu  delay  the  merger  vote. 

But  it  is  understood  that  a 
KPMG  counter-offer  also 
played  a part 

This  was  masterminded  by 
Paul  Reilly,  chief  executive 
of  KPMG  international  and 
Steve  Butler,  chief  executive 
of  the  US  firm,  who  put 
together  an  alternative  pro- 
posal to  woo  Canadian  part- 
ners. 

Many  Canadian  partners 
were  already  questioning  the 
Andersen  deal  and  are 
thought  to  have  been 
unhappy  with  the  way  in 
which  the  firm’s  leadership 
had  proceeded  without  wider 
consultation. 

The  loss  of  the  Canadian 
practice  would  have  seri- 
ously undermined  KPMG 


International's  attempts  to  . 
build  a single,  globally  inte- 
grated firm. 

KPMG  International 
declined  to  comment  oh  the 
proposed  deal  while-  discus- . 
sions  continued  in  Toronto. 
But  the  deal  on  offer  to 
KPMG  Canada  is  understood 
to  contain: 

• An  assurance  that  all 
Canadian  partners,  will 
become  partners  in  a new 
••Americas''  firm.  The  Aoder-  . 
sen  offer  would  have  left 
some  outside  the  prestigious 
Andersen  Worldwide. 

9 A corporate  governance 
structure  for  the .-  new 
•■Americas”  firm  which 
would  safeguard  Canadian 
interests.  - • f ■ 

• An  offer  to  equal  Ander- 
sen's on  income-  guarantees 
and  tenure. 

• An  injection  of  up  to 
C$300m  into  what  KPMG 
admitted  last  week  was  an 
underfunded  pension  food. 

• An  offer  that  infrastruc- 
ture and  support  systems 
required  by  the  Canadian 
firm  to  fit  into  the  new 
“Americas"  firm  would  be 
met  by  the  US  firm  or  KPMG" 
International. 

• That  there  would  be  “no  - 
reprisals’'  against  KPMG 
management  in  Canada, 
which  had  masterminded 
the  defection  to  Andersen. 


Intel  cuts  bonuses 
after  chip  sales  drop 


John  Both:  much  credit  for  Nortel's  re-emergence  Lynn  Farrell 


Bonuses  paid  to  senior 
executives  at  Intel, 
the  world's  largest  semi- 
conductor group,  were  cut 
substantially  in  1998.  a year 
in  which  worldwide  chip 
sales  suffered  a big  decline. 
Renters  reports  from  Wash- 
ington. 

Andrew  Grove,  chairman, 
saw  his  1998  bonus  fall  to 
$1,926,800  from  $2,790,400  in 
1997,  Intel  reported  in  a 
proxy  filed  with  the  Securi- 
ties and  Exchange  Commis- 
sion. His  base  salary  rose  to 
S490.000  from  S465.000.  • 

Craig  Barrett,  chief  execu- 


tive and  president,  saw  his 
bonus  decline  to  $1,789,800 
from  $2,190,100  in  1997,  while 
his  salary  rose  to  *454^00 
from  $365,000. 

There  was  an  average 
bonus  decline  of  about 
$340,000  for  Intel's  three 
other  most  highly  compen- 
sated executives:  Gerhard 
Parker,  executive  vice-presi- 
dent and  genera]  manager  of 
the  New  Business  Group; 
Leslie  Vadasz,  director  of 
corporate  business  develop- 
ment: and  Paul  OtelJini. 
vice-president  of  the  Archi- 
tecture Business  Group.  . 


AEGON  N.V.,  registered  in  The  Hague,  The  Netherlands 


Shareholders  are  hereby  Invited  to  attend  the  Annual  General  Meeting  of  Shareholders  to  be  held 
on  Thursday,  29  April,  1999  at  2.30  p.m.  at  the  AEGON  Head  Office,  Mariahoeveplein  50,  The  Hague. 
The  Netherlands. 

AGENDA 

1.  Call  to  order  and  opening. 

2.  Minutes. 

3.  Annual  Report,  approval  of  the  annual  accounts  and  the  final  dividend  for  the  financial  year  1998; 
resolution  to  discharge  from  liability. 

4.  Transamerica  Corporation:  information  and  resolutions. 

4.1  Information. 

4.2  Resolution  to  issue  common  shares  to  be  paid  our  of  rhe  General  Surplus  Fund. 

4.3  Notification  of  the  possible  appointment  of  a member  of  the  Executive  Board. 

4.4  Announcement  of  the  possible  increase  in  the  number  of  Supervisory  Board  members  by  one 
person  in  2000. 

5.  Resolution  to  determine  the  fees  of  Supervisory  Board  members. 

6.  Notification  of  the  intended  reappointments  of  two  members  of  the  Supervisory  Board  as  a{ 
29  April.  1999. 

7.  Vacancies  in  the  Supervisory  Board  in  2000. 

S.  Designation  as  referred  to  in  Article  5.  paragraphs  1 up  to  and  including  4,  of  the  Articles  of 

incorporation. 

9.  Authorization  as  referred  to  in  Article  4.  paragraph  14  of  the  Articles  of  Incorporation. 

10.  Announcements. 

11.  Questions  and  adjournment. 

The  agenda.  Together  with  explanatory  notes,  the  annual  accounts  and  the  Annual  Report  1998 
with  the  additional  data  required  by  law  and  the  data  and  information  required  by  law  with 
respect  to  the  candidates  nominated  for  appointment  as  members  of  the  Supervisory  Board  are 
deposited  for  inspection  as  from  today  until  rhe  find  of  the  Meeting  at  the  AEGON  Head  Office  In 
The  Hague,  at  Bank  Labouchere  N.V.  in  Amsterdam  and  at  Bank  Labouchere,  London  Branch. 
14  Buckingham  Street,  London  WC2N  6DF  and  are  available  free  of  charge  to  any  shareholder 
upon  request. 

Holders  of  shares  to  bearer  or  their  proxies  shall  be  adnrutted  ro  the  Meeting  upon  production  of 
proof  that  their  share  certificates  or.  respectively,  their  mandator’s  share  certificates  have  been 
deposited  at  the  office  or  an  authorized  institution  as  indicated  in  the  Listing  Regulations  of  the 
Amsterdam  Exchanges  N.V.  A proxy  must  show  rhe  written  mandate.  The  filing  of  the  documents 
should  have  taken  place,  at  the  very  latest,  on  or  by  23  April,  1999.  Holders  of  registered  shares  will 
be  sent  rhe  agenda  with  explanatory  notes  and  .annexes,  as  well  as  a request  form  for  an  admission 
ticket.  They,  or  their  proxies,  should  have  informed  the  Company,  in  writing,  by  23  April  19S9  of 
their  intention  to  attend  the  Meeting. 


The  Executive  Board 


The  Hague.  7 April.  1999 
50  MariahoevepJein 
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COMPANIES  & FINANCE:  UK 

MERGER  COMPLETED  TO  CREATE  GROUP  WITH  £53BN  market  capitalisation 


MWng  In  London  and 
^.^In  Stockhtfm 

biggest  merger  was 
completed  yesterday  after 
shareholders  overwhelm- 
mely  approved  the  combina- 

Suh  °I  ?®neca  of  ^ UK 

of  Sweden  to 

£2-7*  of  the  wor,d’s 

laipest  drugs  companies. 

AstraZeneca,  which  will 
oave  its  headquarters  in 
London,  will  be  the  fifth 
largest  company  In  the  UK, 
with  a market  capitalisation 
of  about  £53bn  (S85bn).  and 
will  make  up  4.3  per  cent  of 
the  FTSE  ioo  index  by  value. 


According  to  data  from 
IMS  Health,  which  measures 
prescription  drug  sales,  the 
new  group  would  have  had  a 
combined  global  market 
share  of  4.3  per  cent  last 
year,  narrowly  pipping  UK 
rival  Glaxo  Wellcome,  as 
well  as  Novartis  of  Switzer- 
land and  Merck  of  the  US,  to 
the  top  slot. 

The  new  company’s  imme- 
diate challenge  will  be  to 
ride  out  the  patent  expiry  of 
two  important  drugs,  in  elud- 
ing Losec,  Astra's  anti-ulcer 
agent  that  achieved  sales  of 
$4.4bn  last  year.  Losec,  the 
best-selling  drug  ever,  begins 


to  lose  its  patents  from  2002. 

Tom  McKillop,  chief  execu- 
tive, said  the  company  had 
14  patents  to  protect  Losec 
and  generic  products  would 
have  to  cross  a “legal  mine- 
field” to  challenge  it  He  said 
data  for  perprazole,  an  ulcer 
drug  the  company  claims  is 
significantly  better  than 
Losec,  would  be  available  in 
the  second  half  after  it  is 
filed  for  approval  in  the  US 
•in  the  early  summer”: 

The  shares  fell  9lp  to 
£29.46  yesterday,  but  ana- 
lysts said  this  was  a normal 
“technical  correction"  after 
a squeeze  on  the  stock  ahead 


of  the  deal's  completion. 

The  company  announced 
the  first  tier  of  100  senior 
management  appointments 
yesterday,  which  Dr  McKfl- 
lop  said  had  been  deter- 
mined on  merit  and  not 
through  a UK-Swedish  quota 
system.  Several  thousand 
jobs  would  be  announced  by 
. June  1.  he  said. 

• As  well  as  perprazole,  the 
company  had  .two  strong  car- 
diovascular products  coming 
through  as.  well  as  a promis- 
ing anti-thrombin  for  blood 
clots.  Proceeds  from  these 
products,  as  well  as  annual 
cost  cuts  of  $Llbn  in  three 


years,  would  protect  post- 
Losec  profits,  he  said. 

The  company  would  also 
seek  to  buy  in  at  least  one 
non-hospital  drug  from  a bio- 
technology group. 

Hakan  Mogren,  the  resign- 
ing chief  executive  of  Astra 
who  becomes  joint  executive 
deputy  chairman  of  Astra- 
Zeneca, said  the  most  diffi- 
cult part  of  the  merger 
would  be  adapting  the  cul- 
tures of  the  two  companies. 
He  said  management  hoped 
to  exceed  the  announced 
annual  savings. 
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Monument 

reveals 

approaches 

By  Thotrid  Barker 


Monument  Oil  and  Gas,  the 
exploration  and  production 
company,  yesterday  revealed 
it  had  received  preliminary 
approaches  from  a number 
of  companies,  believed  to 
include  Enterprise  Oil  and 
Lasmo. 

The  shares,  which  had 
risen  from  a 12-month  low  of 
32%p  in  January,  jumped 
dp  to  47%p,  valuing  the 
company  at  about  £420m 
(5672m). 

However,  the  company 
said  no  firm  proposals  h«rf 
been  put  forward. 

The  announcement  fol- 
lowed comments  from  Tony 
Craven-Walker.  Monument 
chairman,  at  the  final 
results  last  month,  when  he 
said  the  company  was  inves- 
tigating possible  deals  to 
improve  shareholder 
returns. 

He  stressed  yesterday  that 
a faD  offer  for  the  company 
was  one  possibility,  but 
there  were  also  a number  of 
attractive  opportunities  to 
pool  assets  with  others  or 
even  to  buy  assets. 

Monument  has  about  £25m 
of  cash  and  could  raise  a fur- 
ther yffifrn  for  acquisitions. 

Lasmo  and  Enterprise  Oil, 
whose  talks  to  create  a 
£3bn  ^ super  independent" 
collapsed  last  : week,  both 
refused  to  comment. 

Analysts  said  the 
anxxouncement  put  Monu- 
ment in  play.  They  said  a 
buyer  would  probably  have 
to  pay  more  than  60p  a share 
to  take  controL 

Lasmo  is  regarded  as  the 
most  likely  bidder  for  Monu- 
ment. 

The  operations  of  the  two 
companies  would  overlap  in 
Liverpool  Hay  where  a com- 
bined business  would  control 
45  per  cent  of  the  oil  and  gas 
field  and  have  more  influ- 
ence with  Broken  Hill 
Proprietary,  the  Australian 
resources  group  which' oper- 
ates there. 


Biotechnology  venture  formed 


By  Virginia  Marsh 
and  Richard  Rivfm 


Two  of  the  best-known 
names  in  UK  biotechnology 
are  coming  together  to  form 
a venture  that  will  invest  in 
the  sector  around  the  world. 

Chris  Evans,  the  entrepre- 
neur behind  Toad,  Chlrosd- 
ence  and  other  technology 
companies,  and  Jeremy  Cur- 
nock  Cook,  head  of  the 
Rothschild  Bioscience  Unit 
(RBU),  are  to  become  execu- 
tive chairman  and  chief 
executive  respectively  of 
Merlin  Bioscience.  The  com- 
pany. which  will  cover 
Europe,  North  America  and 
Australia,  will  have  one  of 
the  largest  teams  in  the 
world  dedicated  to  investing 
in  biotechnology,  and  will 
run  venture  capital  and 
investment  management 
operations. 

It  will  also  assume  the 
management  contract  for 
International  Biotechnology 
Unit,  the  quoted  fund  run  by 
Mr  Cunrock  Cook's  team  at 
Rothschild. 

Merlin  Bioscience  will  be  a 
merger  of  Merlin  Ventures 


Chris  Evans  (tafQ  with  Jeremy  Cumock  Cook 


Coin  Beere 


and  key  individuals  from 
RBU,  formed  in  1981.  Mr 
Cumock  Cook,  who  has 
headed  the  unit  since  1987 
and  is  also  an  executive 
director  of  Rothschild  Asset 
Management,  will  stay  on  at 


Rothschild  until  regulatory 
approval  for  the  new  com- 
pany has  been  obtained, 
probably  in  the  summer. 

It  will  begin  with  about 
£150m  ($24  lm)  in  funds 
under  management  but  this 


is  expected  to  rise  to  £250m 
following  the  formation  of  a 
second  Merlin  fund, 
announced  last  month, 
which  hopes  to  to  raise 
£100m  mainly  for  later  stage 
European  bioscience  invest- 
ments. 

Until  now.  Merlin  had 
mainly  concentrated  on  seed 
and  early  stage  investments 
in  Europe  while  RBU  has 
tended  to  target  later  stage 
companies,  around  the 
world. 

“Now,  we  wifi  cover  the 
whole  waterfront  from  lab 
bench  to  late  stage,"  said  Mr 
Cumock  Cook.  “We  also 
expect  a considerable 
amount  of  consolidation  in 
the  sector  in  the  next  five 
years.  Spanning  three  conti- 
nents will  help  us  identify 
such  opportunities.  In  com- 
ing together  ourselves,  we 
are  showing  the  way.” 

The  move  follows  the 
announcement  last  month 
that  merger  talks  between 
IBT  and  Biotechnology 
Investments  T-imituri,  an  off- 
shore investment  company 
also  managed  by  RBU,  had 
foiled. 


Tie  Rack  agrees  Italian  offer 


By  Peggy  Hoifinger 


He  Rack,  the  specialist 
retailer  born  in  the  1980s 
boom,  yesterday  agreed  to  a 
£22. 6m  (S36m)  cash  offer 
from  one  of' its  main  suppli- 
ers, the  family-owned  scarf 
and  necktie  manufacturer. 
Frangi  Investments  of  Italy. 

Shareholders  representing 
42.6  per  cent  erf  the  group 
have  pledged  to  seD  . their 
holdings  to  Frangi,  regard- 
less of  a higher  offer.  This 
includes  Vadep.  the  Swiss 


RESULTS 


trust  which  backed  Tie  Rack 
: 17  years  ago  with  a £600,000 
investment.  It  will  realise 
£5L3m.  but  has  agreed  to  lend 
£L97m  to  the  new  company 
that  will  run  He  Rack. 

The  deal,  which  pays 
investors  43’Ap  a share 
against  last  week's  closing 
price  of  Sip,  brings  to  an  end 
Tie  Rack's  turbulent  12 
years  as  a listed  company.  It 
was  one  erf  the  most  expen- 
sive companies  ever  to  come 
to  the  stock  market  when  it 
listed  just  months  before  the 


Pit-toe 


crash  of  1987  - at  a multiple 
of  3L5  times  earnings. 

Over  the  past  13  years  it 
has  only  risen  above  its  I45p 
debut  price  for  less  than 
three  years,  although  it  has 
been  one  of  the  few  niche 
retailers  to  have  survived 
the  recession.  Most  recently, 
it  has  fallen  victim  to  the  UK 
consumer  slowdown  and  the 
financial  crisis  in  south-east 
Asia.  The  company  had  been 
poised  to  announce  1998-99 
losses  of  £7 An. 

Roy  Bisbko,  Tie  Rack's 


founder  and  chairman,  and 
his  management  team  will 
reinvest  for  a 20  per  cent 
stake.  Frangi  will  share  the 
management  of  Tie  Rack, 
appointing  its  international 
director,  Simone  Frangi  as 
co-chairman  with  Mr  Bishko. 
Mr  Frangi  said  the  plan  was 
to  revitalise  Tie  Rack  by 
offering  different  products  in 
its  various  markets.  It  oper- 
ates 426  outlets  in  30  coun- 
tries. Robert  Fleming  is 
advising  Frangi,  with  HSBC 
acting  for  He  Rack. 
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C&Win 
UK  cable 
talks  with 
Telewest 


By  Christopher  Price  and  Alan 
Cane  in  London  and  WSBam 
Lewis  In  New  Yak 


Cable  and  Wireless 

confirmed  yesterday  it  was 

considering  a part-merger  of 
its  UK  cable  interests  with 
Telewest  Communications, 
respectively  the  first  and 
second  biggest  cable  groups 
In  the  country. 

Both  companies  stressed 
that  talks  were  preliminary, 
involving  both  the  cable 
companies'  large  sharehold- 
ers, as  well  as  management 
People  close  to  tbe  talks  said 
the  early  and  delicate  state 
of  them  meant  other  options 
could  be  considered. 

The  statement  said  that 
“preliminary  discussions" 
are  being  held  between 
Cable  and  Wireless  Commu- 
nications, in  which  C&W 
holds  53  per  cent.  Telewest 
“and  certain  of  their  major 
shareholders  concerning  var- 
ious corporate  options." 

These  “may  include, 
among  other  things,  the 
transfer  of  various  busi- 
nesses of  CWC  and  Telew- 
est." The  statement  “empha- 
sised that  the  current 
discussions  are  at  an 
extremely  early  stage." 

A tie-up  between  CWC  and 
Telewest  has  long  been 
rumoured  In  the  cable  indus- 
try, which  has  undergone 
rapid  consolidation  in  the 
face  of  huge  losses. 

Under  the  plan  being  put 
forward  by  advisers  to  C&W, 
tbe  telecoms  group  would 
take  over  CWCTs  corporate 
interests  and  hand  its  resi- 
dential cable  business  over 
to  Telewest  CWC,  which  is 
capitalised  at  more  than 
£6bn  ($9.7bn),  would  then  he 
de  listed.  Merrill  Lynch  and 
Credit  Suisse  First  Boston, 
the  investment  banks,  and 
Greenhill,  a financial  bou- 
tique, are  involved  in  put- 
ting the  plan  together. 

However,  people  familiar 
with  the  talks  said  there 
were  still  difficult  discus- 
sions ahead  between  CWC’s 
shareholders,  and  separately 
between  Telewest’s  share- 
holders, and  then  between 
all  the  parties. 

It  is  understood  CWC 
shareholders  would  be 
offered  Telewest  shares.  A 
staffing  point  could  be  the 
amount  of  dilution  Telewest 
shareholders  might  be  will- 
ing to  accept  Telewest  big 
shareholders  include  AT&T 
and  MecHaOne.  CWC’s  other 
significant  shareholder  is 
Bell  Atlantic,  the  US  group, 
with  18  per  cent 

Any  deal  is  likely  to 
attract  the  attention  of  the 
competition  authorities  in 
London  and  Brussels. 

CWC  shares  rose  36’4p  to 
754%p,  C&W  closed  up  23%p 
to  775 Vip  and  Tele  west 
advanced  19p  to  296Vip. 


COMMENT 
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Is  there,  no  let  up  in  the 
whirlwind  of  deals  surround- 
ing Cable  and  Wireless? 

Under  Graham  Wallace,  the 
new  chief  executive,  the  tele- 
communications group  seems 
as  hyperactive  as  when  Dick 
deal-maker  Brown  was  at  the 
helm.  Take  the  current  list  of 
mooted  deals.  In  the  UK, 

C&W  is  considering  selling 
£lObn-odd  of  assets,  including 
its  mobile  phone  operator 
and  cable  television  business. 

Overseas,  there  is  talk  of 
pooling  its  international  net- 
work with  that  of  its  foreign 
subsidiaries.  Mr  Wallace  will 
need  stamina  to  deliver  all 

these  deals.  But  he  is  right  to  try.  With  C&W  trading  at  a 40 
per  cent  discount  to  the  sum  of  its  parts,  something  is 
wrong.  Closing  that  discount  requires  C&W  to  be  more 
focused..  Hence  the  mooted  UK  deals  - and  the  ongoing 
disposal  of  Bouygues  Telecom  in  France. 

Selling  mobile  interests  in  territories  where  they  are  not 
meshed  with  fixed-line  businesses  confers  another  advan- 
tage. It  allows  C&W  to  focus  investment  on  its  international 
telecommunications  side.  Although  less  glamorous,  this 
offers  juicy  returns.  Global  data  communications  revenues 
are  growing  by  40  per  cent  a year.  Through  its  far-flung 
international  network,  C&W  has  the  scope  to  reach  business 
customers  in  Europe,  Asia  and  the  US.  The  problem  is  this 
network  is  not  unified  C&Ws  two  listed  subsidiaries  - 
Hong  Kong  Telecom  and  Optus  of  Australia  - are  outside  it 
Meshing  the  bits  together  will  be  tricky.  C&W  could  not  buy 
HKT  even  if  it  wanted  to.  But  if  Mr  Wallace  could  find  a 
workable  structure,  shareholders  might  have  reason  to 
cheer. 


Reed  Elsevier 

To  get  dose  to  hooking  a big  fish  of  a chief  executive,  then 
to  lose  him  and  have  to  tell  this  to  the  market  is  painful 
stuff  indeed  This  is  a terrible  display  of  negotiating  tactics 
on  the  part  of  Reed  Elsevier.  The  Angio-Dutch  media  group 
is  left  with  egg  on  its  face.  Otber  candidates  for  the  job 
will  scent  a management  under  intense  pressure  to  sign 
someone  up.  And  investors  will  be  concerned  that  whoever 
ends  up  leading  the  company  was  not  the  company’s  top 
choice. 

In  terms  of  image,  it  does  not  get  much  worse.  Further- 
more, the  rumpus  over  the  recruitment  has  led  two  Reed 
Elsevier  directors  to  resign.  Any  head-hunters  out  there 
looking  for  the  challenge  of  their  life? 


Electra  EGM  to 
decide  3i  bid 


By  Katharine  Campbell 


Tbe  outcome  of  3Ts  hostile 
£125bn  ($2bnl  bid  for  Electra 
Investment  Trust,  its  ven- 
ture capita]  rival,  will  be 
decided  at  Electra's  extraor- 
dinary general  meeting  next 
week. 

3i  said  yesterday  that  it 
would  withdraw  its  cash  and 
paper  bid,  worth  about  725p 
a share  at  last  night's  dose, 
if  Electra  shareholders 
approved  the  trust’s 
restructuring  proposals. 
These  include  a tender 
offer  for  40  per  cent  of  the 
shares  at  786p.  followed  by  a 
sell-off  of  the  assets  over  five 
years. 

Electra,  which  has  called 
its  EGM  for  April  15,  needs 
tbe  support  of  75  per  cent  of 
shareholders  voting  in  per- 
son or  by  proxy. 


3i's  offer  document  had 
said  that  its  bid  was  condi- 
tional on  rejection  of  Elec- 
tra's proposals.  However,  it 
also  said  it  retained  the 
option  to  waive  that  condi- 
tion. 

3i  said  yesterday  that  a 
“number  of  features", 
including  proposals  for 
enhanced  remuneration  of 
Electra  managers,  had  dis- 
suaded it  from  considering 
that  alternative. 

Analysts  pointed  out  that 
if  3i  proceeded  after  accep- 
tance of  the  tender  offer,  it 
would  need  extra  funding  to 
cover  the  debt  Electra  would 
assume  in  order  to  finance 
it. 

Electra  shares  eased  Ip  to 
714p  yesterday,  while  3i’s 
rose  l'.4p  to  629p. 

The  first  closing  date  for 
the  bid  is  April  2L 
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For  further  information, 
please  contact: 

Tracey  Endacott  in  London 
Tef.  +44  171  S73  4356 
Fax:  +44  171  873  4862 

mail:  tracey.endacott@FT.com 

Anthony  Hayes  in  Birmingham 
Tel:  +44  121  353  6084 
Fax:  +44  121  580  9559 

ahayes@globalnet.co.uk 
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No  FT  no  comment. 


Annual  General  Meeting  of  Shareholders 

The  shareholders  of  AB  ELECTROLUX  (publ)  are  invited  to  participate 
in  the  Annual  General  Meeting  of  the  Company  on  Tuesday  April  27, 1999,  at  5 p.m. 
in  the  Berwald  Hall,  Strandvagen  69,  Stockholm,  Sweden. 


Attendamx  at  the  meeting 

Shareholder  who  intend  to  participate  in  the  AGM 
must  be  registered  in  the  Company’s  share  register  kept 
by  Vardepapperscentraleo  VPC  AB  (Swedish  Securities 
Register  Center),  not  later  than  Friday,  April  16, 1999. 

In  addition,  notice  of  intent  to  participate  must  be 
• given  to  Electrolux  not  later  than  4 pjn.  on  Thursday, 

April  22, 1999,  by  mail  to  AB  Electrolux,  C-J,  SE-105  45 
Stockholm,  Sweden,  or  by  telephone  at  +46  8 73S  6793 
or +46  8 738  6338,  or  by  fox  at +46  8 656  2668.  or  via 
internet  www.eJecrrahix.com/agni 
. Nonce  shoidd  state  the  shareholder’s  name,  registration 
member,  if  any,  address  and  telephone  number.  Sharehold- 
ers may  vote  by  proxy,  whichshould  be  submitted  to  the 
Company  in  good  time  prior  to  the  AGM. 

Shareholders,  whose  shares  are  registered  through 
banks  or  trustees,  most  have  their  shares  registered  in  thefa- 
own  names  in  order  to  participate  in  the  AGM.  To  feciliWte 
'tins  registration  in  the  share  register  kept  by  VPG  share- 
holders should  request  re-registration  well  in  time  before 
April  16, 1999. 


. 1.  Election  of  Chairman  at  the  meeting 
Z Compiling  and  approving  a voting  roll 

3.  Approval  of  th^  agenda 

4.  Election  of  two  minute-checkers 

5.  Resolution  on  whether  the  meeting  has  been  properly 
- convened 

'6.  Presentation  of  tbe  Annual  Report  and  Accounts  and 
theRepcHTof  the  Auditors  as  well  as  of  the  Consoli- 
dated Accounts  and  theReport  of  the  Auditorcwitb. 
respect  tothe  Group,  for  the  financial  year  1998 
7.  Speech  by  the  President . 


8.  Resolution  on  adoption  of  the  Profit  and  Loss  Statement 
and  the  Balance  Sheet  as  well  as  the  Consolidated  Profit 
and  Loss  Statement  and  the  Consolidated  Balance  Sheet, 
for  the  financial  year  1998 

. 9.  Resolution  cm  dispositions  in  respect  of  the  Company’s 
profit  as  shown  in  the  adopted  Balance  Sheet 

10.  Resolution  on  discharge  from  liability  of  the  Directors 
and  the  President 

11.  Resolution  on  determination  of  the  number  of  Directors 
and  Deputy  Directors  to  be  elected 

12.  Resolution  on  determination  of  the  fees  payable  to  the 
Board  of  Directors  and  the  Auditor 

13.  Election  of  Directors  and  Deputy  Directors 

14.  Resolution  mi  amendment  of  tbe  Articles  of  Association 

15.  Election  of  Audita: 

Dividend  and  record  day  (item  9) 

The  Board  of  Directors  has  proposed  a dividend  of 
SEK  3.00  per  share.  Tbe  Board  of  Directors  has  proposed 
April  30, 1999  as  record  date  for  the  dividend.  Subject  to 
endorsement  of  this  proposal,  dividends  are  expected 
to  be  paid  by  the  VPC,  on  May  7, 1999. 

Amendment  of  the  Articles  of  Association  (item  14) 

The  Board's  proposal  for  amendment  of  the  Articles  of 
Association  is  required  under  the  new  provisions  in  the 
Companies'  Act,  which  came  into  force  on  January  1, 

1999.  Tbe  amendments  involve  in  effect  that 

- the  term  of  office  of  the  Auditor  be  deleted  (§7), 

- the  present  provision  for  the  time  of  notice  of  a General 
Meeting  be  deleted  and  the  way  of  notice  be  changed 

, implying  that  a notice  shall  be  inserted  in  the  Official 
Gazette  (Post-  och  Lorikes  Tidningar)  and  in  Dagens 
Nyheter  and  Svenska  Dagbladet  or  any  other  daily 
paper  with  nation-wide  coverage  (§  9),  . 
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- a provision  on  pre-registration  of  attendance  of  advisors, 
if  any,  be  introduced  [§  10), 

- the  provision  on  the  opening  of  a General  Meeting 
be  deleted, 

- new  items  of  business  regarding  approval  of  the  agenda 
for  the  Meeting  and  determination  of  the  number  of 
Directors  and  Deputy  Directors,  respectively,  be  intro- 
duced to  appear  on  the  agenda  of  an  Ordinary  General 
Meeting  (§U)- 

Proposal  for  Directors'  fees,  ejection  of  Directors 
and  Auditor  (items  12, 13  and  IS] 

Shareholders  representing  more  than  30  per  cent  of 
the  voting  rights  of  all  the  shares  in  the  Company  have 
declared  that  they,  with  respect  to  Directors'  fees  and 
Auditor’s  fees,  respectively,  and  election  of  Directors 

and  Auditor  will  vote  for  the  following  proposals: 

- The  Directors'  fees  totalling  SEK  3;000,000  to  be 
allocated  by  the  Board  of  Directors  among  themselves, 
and  the  Auditor's  fees  be  paid  on  open  account, 

- Re-election  of  the  Directors  Rune  Anderson,  Peggy 
Bmzelius,  Thomas  Halvorsen,  Louis  R.  Hughes,  Nobuyuki 
Ida,  Stefan  Persson,  Michael  Trescbow,  Karel  Vuursteen 
and  Jacob  Wallenberg. 

- New  election  of  the  auditing  company  KPMG  Bohlins  AB 
for  the  period  up  to  the  end  of  the  Ordinary  General 
Meeting  to  be  held  during  the  financial  year  2002. 


THE  BOARD  OF  DIRECTORS 
Stockholm  in  April,  1999 
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INSIDE  TRACK 


MANAGEMENT  INTERNAL  COMMUNICATION 


Workers  on  the  suggestion  line 


US  companies  can 
swap  a wooden  box 
for  a telephone  service 
to  collect  bright  ideas, 
says  Nikki  Tait 


JOHN  W.  HUNT 

advises 


^ Three  years  ago, 
American  Freightways,  an 
Arkansas  haulage  com- 
pany. had  a little  wooden  ‘'sug- 
gestions box’'.  Its  13,300  staff 
dropped  in  about  ooe  offering  a 
month. 

But  things  have  changed.  It 
now  bas  a contract  with  an  out- 
sourced. telephone-based 
employee  feedback  service  - and 
receives  200  calls  a month  from 
its  workforce. 

Suggestions  bave  ranged  from 
bow  to  maintain  equipment  to 
the  best  way  to  bid  for  work  on 
certain  routes.  “AH  people  bave 
to  do  is  pick  up  a pbone  - it  bas 
been  very  beneficial,”  says  Ur 
John  Sherman,  vice-president  for 
“people  management”. 

The  person  behind  In  Touch  is 
Peter  Lilientbal.  a Minneapolis 
businessman.  The  concept  is  sim- 
plicity itself,  yet  clients  as  varied 
as  Pillsbury.  Chase  Manhattan. 
Arthur  Andersen  Consulting  and 
Coca-Cola  have  nothing  but 
praise. 

In  Touch  provides  a freecaJI 
number,  which  the  client's 
employees  can  dial  at  any  time. 
Messages  are  then  transcribed  - 
verbatim  - and  forwarded  to  the 
company's  executives  within  one 
working  day. 

For  companies  with  5,000 
employees  or  more.  In  Touch  will 
provide  a monthly  breakdown  of 
calls,  highlighting  areas  of  con- 
cern, and  so  on.  It  can  also  pro- 
vide some  foreign-language  ser- 
vices - Spanish,  for  example. 

It  is  successful,  says  Mr  Lilien- 
thai.  partly  because  the  service  is 
independent  and.  unlike  typical 
in-house  systems,  callers  can 
remain  anonymous. 

The  uses  made  of  it  vary  con- 
siderably. Some  chief  executives 
have  recorded  a message  on  the 
freecall  number  about  an  issue  to 
solicit  opinion.  The  service  has 
also  been  used  to  elicit  employee 
commentary  in  particular 
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circumstances:  Rite  Aid.  the 
drug-store  group,  used  it  after  a 
big  acquisition  to  try  to  assess 
the  Issues  of  concern  to  its  newly 
acquired  workforce. 

Most  companies,  though.  leave 
their  workers  to  volunteer  the 
subject  - with  the  result  that 
calls  range  from  personnel  and 
organisational  matters  to 
suggested  business  improve- 
ments. 

But  what  is  to  stop  .disgruntled 
staff  abusing  the  service  by 
reporting  incorrect  information, 
or  trying  to  land  a colleague  in 
trouble?  Worse,  what  if  employ- 
ees banded  together  to  send  a 
series  of  messages  intended  to 
mislead  managers? 

That,  admits  Mr  Ulienthal.  is  a 
frequent  worry  among  prospec- 
tive customers  - but  one  that 
usually  proves  unfounded. 


“Those  kinds  of  calls  are 
extremely  rare.  Believe  it  or  not. 
employees  by  and  large  care 
ahout  the  companies  they  work 
for.”  be  says. 

Client  companies  tend  to  agree. 
At  American  Freightways.  which 
introduced  the  service  in  199?.  Mr 
Sherman  admits:  “You  will  occa- 
sionally get  someone  who  has  a 
point  they  want  to  make  and 
they  mil  load  the  system.”  But, 
he  says,  the  underlying  issue  is 
usually  fairly  easy  to  unearth 
and  probably  worth  addressing 
anyway. 

Karen  Gustafson,  head  of 
employee  communications  at 
Pillsbury.  the  food  company,  says 
that  where  individuals  are  tar- 
geted for  criticism,  the  company 
just  “discreetly  investigates”. 

Having  watched  tens  of  compa- 
nies Implement  the  system,  Mr 


LilienthaJ  says  it  is  almost  impas- 
sible to  predict  what  the  response 
will  be.  But  he  notes  that  there  is 
often  a quiet  interval  at  the  out- 
set. while  employees  wait  to  see 
whether  messages  will  be  taken 
seriously.  That  is  followed  by  a 
period  when  minor,  bottled-up 
grievances  emerge.  Finally,  once 
the  system  is  established,  the 
□umber  of  calls  typically  falls 
away,  and  their  value  increases. 

This.  too.  is  confirmed  by  cli- 
ents - although  Pillsbury.  which 
began  using  the  service  in  the 
early  1990s.  shortly  after  it  was 
acquired  by  Britain’s  Grand  Met- 
ropolitan, says  it  still  receives 
about  so  calls  a month. 

Mr  LilienthaJ  has  a couple  of 
tips  for  anyone  introducing  the 
system.  First,  make  sure  the  ser- 
vice is  relatively  unrestricted, 
and  not  advertised  as  a 


“complaint"  line.  Second,  con- 
vince workers  that  calls  will  be 
taken  seriously.  American 
Freightways,  for  example,  prom- 
ises to  get  back  to  all  employees 
who  leave  their  name  within  10 
days.  Executives  to  whom-  the 
messages  are  forwarded  are  given 
five  days  to  respond.  Pillsbury 
makes  a point  of  publicising  the 
most  relevant  messages,  together 
with  responses,  via  its  in-house 
newspaper  or  Internal  e-mail  sys- 
tem. 

Perhaps  the  final  benefit  is 
that,  as  management  tools  go. 
this  one  is  not  particularly 
costly.  In  Touch  charges  a flat  $3 
per  employee,  so  a company  with 
10.000  employees  would  pay 
around  $30,000  a year. 

As  Mr  Lilienthal  puts  it: 
“That's  the  sort  of  money  some 
spend  on  the  company  picnic." 


The  importance  of 
networking  cannot  be 
underestimated  and 
although  difficult,  its 
skills  can  be  learnt 

Dear  Professor  Hunt, 
l have  just  had  my  annual 
appraisal  For  the  third  year  in  a 
tow  my  boss  has  told  me  that  I 
need  la  network,  which  is 
something  I have  never 
understood  the  point  of.  or  the 
need  for.  ta  addition.  Iam  rather 
shy  and  would  in  any  ease  find 
this  sort  of  activity  particularly 
stressful.  What  is  the  point  of 
networking,  and  if  Iam  to 
implement  my  boss's  advice 
effectively,  is  there  anything  lean 
do  to  make  it  easier  for  myself? 


LOUISE  KEHOE 

IN  SAN  FRANCISCO 
EAGLE  EYE 
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Clippy  faces  his 
come-uppance 


Ammunition  is  at  hand  for  the  army  of  PC  users 
exasperated  by  Microsoft’s  onscreen  assistant 


Do  you  want  to  strangle  Clippy? 
If  so,  you  are  not  alone. 

Clippy.  formally  known  as  the 
“Office  Assistant”,  is  the 
bug-eyed,  paper-clip  character 
who  pops  up  on  your  computer 
screen  every  Hme  you  try  to 
write  a letter  using  Microsoft 
Word.  Far  from  assisting,  be  is 
usually  an  annoying 
interruption. 

Worse.  Clippy  makes  PC  users 
feel  inadequate,  forever  popping 
up  to  ask  if  you  need  "help”  - 
implying  that  you  are  incapable 
of  producing  a text  document 
without  instructions.  Indeed,  this 
incessantly  cheery  figure  may 
well  be  responsible  for  much  of 
the  anti-Microsoft  sentiment 
prevalent  among  computer  users 
these  days. 

But  help  is  at  hand.  ZDnet,  one 
of  the  best  high-tech  news  web 
sites,  is  running  a “KJU  CUppy” 
feature  that  offers  ways  to 
subdue  the  little  tyrant,  or  if  you 
are  really  serious,  annihilate 
him. 

For  Kill  Clippy  instructions  go 
to  iLtcw.zdneLComizdhelp. 


On  the  subject  of  irritating 
software,  the  Melissa  virus  bas 
been  creating  lots  of  headaches. 

It  is  always  tempting  to  dismiss 


virus  scares  as  the  promotional 
efforts  of  anti-virus  software 
sellers,  but  'Melissa  really  is  bad 
news.  It  signals  the  increased 
sophistication  of  viruses  that 
pose  serious  computer  security 
threats  if  they  go  unchecked. 

Melissa,  like  several  earlier 
“macro”  viruses,  is  carried  in  a 
Microsoft  Word  document  that  is 
transmitted  via  e-mail  and  is 
activated  when  the  document  is 
opened. 

However,  in  an  ominous  new 
development,  Melissa  then 
accesses  files  in  another 
program:  the  Microsoft  Outlook 
e-mail  client  software.  The  virus 
reads  e-mail  addresses  from 
Outlook  and  replicates  itself  by 
sending  the  infected  document  to 
these  people. 

It  is  this  ability  to  access  data 
from  other  applications  that  has 
worried  experts.  Imagine  the 
effects  if  confidential  files  were 
read  by  a virus  and  transmitted 
to  unknown  parties. 

Analysts  at  Current  Analysis,  a 
US  industry’  research  group, 
suggest  Melissa  could  just  as 
easily  have  been  programmed  to 
access  documents  and  send  them 
to  a predetermined  address, 
rather  than  the  e-mail  list  of  the 
victim. 

In  this  way  viruses  could  be 
used  as  electronic  "secret 


agents",  snooping  through 
computer  files  and  transmitting 
them  to  competitors,  enemies  or 
even  blackmailers,  witbout  the 
knowledge  of  their  victims. 

The  good  news  is  that  Melissa 
was  detected  very  quickly  and 
antidotes  were  available  within  a 
few  days.  Less  than  two  weeks 
after  the  virus  got  “into  the  wild” 
the  epidemic  now  seems  to  be 
under  control. 

But  Melissa  has  sounded  a 
warning  that  no  computer  user 
can  afford  to  ignore.  Maintaining 
up-to-date  virus  protection  is 
imperative,  but  as  this  new  virus 
I has  demonstrated,  that  may  not 
be  sufficient 

But  what  else  can  an  internet 
user  da?  Encrypting  sensitive 
files  may  be  a sensible 
precaution.  Ask  yourself  what 
the  costs  would  be  if  a file  stored 
on  your  PC  were  to  be 
“published”  without  your 
consent. 

It  might  be  a list  of  employees’ 
salaries,  or  a private  letter. 

For  businesses,  maintaining 
corporate  network  security  looks 
like  consuming  a much  bigger 
slice  of  IT  budgets. 


Who  owns  you?  Or  to  put  it  more 
precisely,  who  owns  your  digital 
identity? 

On  the  internet,  your  digital 
identity  , or  “diBitalme'’  as 
Novell  calls  it,  is  defined  by 


inforruation  you  share  freely 
with  web  site  operators  as  well  as 
your  web  “habits"  - web  sites 
you  “bookmark”,  those  you  visit 
most  frequently,  documents  you 
choose  to  read  and  how  long  you 
spend  reading  them,  as  well  as 
advertisements  you  respond  to. 

Together,  this  data  creates  a 
profile  or  great  value  to 
marketers.  If  you  have  visited 
several  automobile  web  sites 
recently,  the  chances  are  high 
that  you  are  interested  in  buying 
a new  car.  If  you  ronsistently 
read  all  the  news  about  internet 
companies,  you  may  well  be  an 
investor  who  uses  online 
brokerage  services. 

But  do  you  want  to  receive 
marketing  material  aimed  at 
your  digital  identity,  or  would 
you  prefer  to  keep  your  interests 
private?  Putting  that  decision  in 
the  bands  of  the  consumer  is  the 
goal  of  "digital me”. 

Novell,  the  networking 
software  company,  is  proposing  a 
system  that  enables  consumers 
to  create  "mecards"  - trading 
cards  that  contain  personal 
information.  Users  may  choose  to 
share  these  cards,  in  much  the 
same  way  that  business  cards  are 
exchanged,  or  they  might 
prefer  to  withhold  certain  aspects 
of  their  digital  identities. 

This  is  a practical  approach  to 


the  issue  of  internet  privacy. 
Rather  than  assuming  an 
adversarial  relationship  between 
businesses  and  consumers,  as  the 
European  directive  on  digital 
privacy  would  imply.  Novell  is 
attempting  to  create  a system 
that  would  enable  consumers  to 
share  their  personal  information 
only  when  they  choose  to  - 
perhaps  because  they  are 
searching  for  a particular 
product 

Novell  has  built  “digitaime1'  on 
its  network  directory  technology, 

^ which  was  traditionally  used  to 
list  all  the  users  of  a computer 
network.  Creating  lists  of 
network  users  with  matching 
attributes  bas  become  an 
important  element  of  internet 
marketing. 

The  company  will  test  its 
approach  among  consumers, 
businesses  and  software 
developers  over  the  next  few 
months. 

With  luck,  technology  may 
triumph  over  politics  and  enable  i 
a practical  solution  to  the 
burning  issue  or  personal  privacy 
on  the  internet. 

Share  your  views  in  the  Eagle  Eye 
discussion  group  on  the  FT  locb 
site  (www.FT.cnm}  or  contact 
Louise  Rehoe  by  e-mail  on 
lkehox<xix.netcam.can\ 


t If  you  think  about  it.  any 
organisation  relies  on  the 
interaction  of  individuals  to 
function.  These  Interactions 
create  networks. 

Most  theories  about  how  these 
relationships  are  Tnaintainori 
refer  to  common  objectives, 
shared  values,  rules,  regulations, 
inter-dependencies.  But  while  we 
speak  about  “the  firm"  or  “the 
ministry”  or  “the  United 
Nations"  as  though  these  are 
tight  cohesive  units  of 
co-operating  individuals,  they 
are,  in  fact  rather  loosely 
networked  social  systems.  Your 
firm  Is  no  exception. 

What  holds  people  together  is 
shared  expectations  about  how 
they  should  behave.  These  evolve 
in  any  mix  of  people  and  are 
essentia]  to  what  we  call  civilised 
behaviour,  whereby  the  shared 
interests  of  the  collective  are 
paramount.  Some  of  these 
expectations  are  quite  explicit 
and  formally  documented.  Others 
are  more  implicit,  but  refer  to 
quite  specific  behaviours  such  as 
how  we  treat  each  other. 

Most  of  the  time  we  are  not 
conscious  of  these  agreements 
until  someone  violates  one  of 
them.  This  is  one  reason  hostile 
takeovers  are  so  hurtful 
Predator  companies  violate  one 
of  the  unarticulated  but 
fundamental  codes  of  a civilised 
society:  that  adults  do  not  attack 
each  other's  interests  in  a 
barbaric  way. 

What  sustains  these 
expectations  are  the  networks  of 
relationships  among  the  people 
involved.  Historically  and 
statistically,  the  necessity  to 
learn  the  more  subtle  rules  of  the 
game  required  interaction  with 
no  more  than  about  150  people. 
Companies  were  analysed  as 
closed,  or  bounded,  networks  of  a 
finite  number  of  people. 

Employee  mobility  and 
information  technology  bave 
changed  this  picture.  Traditional 
barriers  to  accessing  networks  - 
such  as  hierarchy,  age,  gender, 
education,  nationality  - have 
been  eroded.  We  have  ail  become 
entangled  in  multiple  networks, 
each  with  its  explicit  and  implicit 
codes  of  expected  behaviours. 
Interactions  between  individuals 
may  be  conducted  face  to  face, 
electronically,  over  the  pbone  or 
Jn  writing. 

The  consequences  are 
daunting.  But  if  you  want  to 
pursue  a career  within  this 
infinite  network,  you  have  no 
choice  other  than  to  play  the 
networking  game. 

Second,  the  power  of  formal 
networks  to  dominate  the  way 
we  behave  at  work  is  weakening. 
Often  the  powerful  expectations 
come  from  professional 
colleagues  or  clients  or 
subcontractors,  to  whom  an 
Individual  often  feels  more 
committed  than  their  current 
employer. 

A third  consequence  is  the 


change  from  servicing  afew,-  . : 
stable  networks  based  oh'  .'■/ 
face-to-face  communication  to 
maintaining  many. 

Fourth,  many  of  these 
extended  networks  depend  - 
almost  entirely  cun  Implicit 
agreements  which  many  people 
find  stressful  So,  learning  to  ..... 
network  means  learning  to  “wing 
it",  to  “schmooze”,  to  tolerate  - 
uncertainty  and  ambiguity.  And, 
unlike  the  bradltional  face-toface 
relationships  of  inter-firm 
interaction,  the  consequence  of 
ignoring  the  implicit  agreements 
of  these  often,  remote 
relationships  is  unclear. 

We  do  not  need  major  research 
to  know  that  the  people  who  ^ 
thrive  in  this  world  are  social  - 
animals  whose  fOCGS  is  “out 

there";  and  the  people  who  hate  f 
it  are  introverts  whose  focus  is  j 
“in  here". 

Of  course,  some  people  refuse  • . 
to  participate  in  the  networking 
game.  They  argue  that  active 
networking  is  the  scourge  of  the7 
mediocre;  that  Insecure  people  ] . 
network  with  other  more 
impressive  individuals  to  - 
establish  their  identity;  and  that5 
networkers  mistake  quantity  of  ] 
relationships  for  quality.  j 

So,  given  that  networking  is  ’ 
important  how  might  you  ; 
improve  your  skills?  First  you 
need  to  accept  that  technology 
has  transformed  networks  - so 
use  the  technology. 

You  can  also  develop  your 
face-tofoce  networking  by 
attending  conferences,  J oinlng 
professional  associations,  and 
taking  courses.  The  first  public  . 
steps  will  be  difficult  But 
baldness  pays  dividends.  Walk  up 
to  a group  and  introduce 
yourself.  Ask  questions  about 
them.  If  you  see  people  who  may 
be  more  interesting,  excuse 
yourself  and  move  on. 

Remember,  ycrur  objective  is  to 
make  contacts,  share  experiences 
and  information.  Use  your 
business  cards,  and  ask  for 
theirs.  Follow  up  next  day  and 
try  to  keep  open  the  relationships 
you  find  interesting. 

II  you  wish  to  extend  your 
links  to  unfamiliar  networks,  the 
process  requires  preparation. 

You  need  to  identity  significant 
people  within  the  networks  Write  .. 
to  a couple  of  these  names  and  ‘ 
ask  to  see  them.  Take  the 
initiative  by  suggesting  in  your 
letter  that  you  will  call  them  to 
set  up  a meeting.  Avoid 
presenting  yourself  as  an 
imposition.  For  example,  say  you 
are  interested  in  their  view  of  the 
industry  instead  of  saying  you 
are  looking  for  a job. 

Many  may  reject  you  and  you 
might  find  yourself  unable  to  set 
up  a face-to-face  meeting.  But 
persist  - you  will  crack  it 
eventually. 

When  you  do,  ask  them  for  two 
more  names  of  people  yon  should 
talk  with  to  hear  alternative 
views.  These  two  names  then 
become  your  next  step  in 
unravelling  this  network.  Again, 
you  secure  a meeting.  But  this 
time  it  is  easier  because  you 
write  and,  ideally,  talk  to  your 
contact  and  tell  them  that  Mr  X, 
your  first  contract,  suggested  you 
talk  to  them.  1 have  referred  to 
this  practice  as  skateboarding. 

The  skill  in  networking  is  to  ride 
on  someone  else's  board 
None  of  this  is  easy,  though.  ^ 
Every  step  forward  you  take,  you 
will  get  . the  impression  you  are 
going  back  four.  But,  unlike 
some  skills,  networking  can  be 
learnt. 

John  W.  Hunt  is  Professor  of 
Organisational  Behaviour  at 
London  Business  School  and  a 
consultant  to  private  and  public 
sector  clients.  This  column 
appears  fortnightly . 
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Euro-zone  markets  enjoyed  a 
Hyiag  start  to  post-Easter 
trading,  helped  by  overnight 
news  from  Wall  Street 
which  dosed  above  10.000  for 
the  second  time,  and  signs  of 
a cessation  of  hostilities  in 
Kosovo. 

The  euro  also  gained 
strongly  after  its  recent 


weakness  against  the  dollar. 

Yugoslavia’s  announce- 
ment  of  a ceasefire,  which 
was  later  rejected  by  the  US 
and  UK,  fuelled  a sharp  price 
rise,  especially  in  Germany 
where  the  sluggish  economic 
outlook  had  subdued  prices. 

The  euro-zone  telecoms 
sector  was  one  of  the  stron- 
gest, gaining  &£8  per  cent  on 
continuing  consolidation. 

The  German  telecoms 
operator  Mannesmann 


firmed  after,  its  takeover  at 
the  weekend  of  rival  long- 
distance provider  Otelo  Com- 
munications. Mannesmann's 
share  price  moved  up 
sharply  to  €130. 

The  FTSE  Eurotop-  300 
index  of  Europe’s  leading 

stocks  rose  1&27  points,  or 
1.05  per  cent,  to  127434. 

The  FTSE  Ebioc  index  of 
shares  in  euro-zone  coun- 
tries gained  307,  or  1.24  per 
cent,  to  236734. 


Autos  (up  230  per  cent) 
and  diversified  industrials 
(231  per  cent)  were  among 
the  better  performers. 

Insurance  also  (fid  well,,  up 
2.07  per  cent  after  Its  recent 
sluggish  performance. 

Salomon  Smith  Barney 
said  in  a report  that  the 
insurance  sector  has  under- 
performed  its  SSB  Europe 
index  by  8 per  cent  in  the 
yeartadate.  . 
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taken  place  so  far  this  year 
has  not  provided  a positive 
catalyst  to  valuation, 
although  the  speculation  of 
possible  corporate  activity  in 
Italy  has  driven  Iua's  shares 
ahead  of  where  we  believe 
fundamentals  warrant”. 

Ina's  share  price  rose  after 
Banca  Intesa  revealed  it  held 
a 2358  per  cent  stake  in  the 
insurer. 

French  stocks  gained 
strongly,  undeterred  by 
recent  sluggish  economic 
data  that  analysts  said  may 
tip  the  European  Central 
Bank  into  cutting  interest 
rates  tomorrow. 

However,  French  con- 
sumer confidence  figures 
yesterday  belied  the  recent 
macro-economic  statistics, 
suggesting  Investors  are 
likely  to  continue  to  favour 
French  equities. 

Utilities  bucked  the  trend, 
with  water  (-3.71  per  cent) 
and  gas  (-2.87)  both  down 
strongly. 
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Vfaamse  Huisvestin^naatsdiappij 


Transfer 
of  an  insurance  portfolio 
to  an  approved  insurer 


The  Vlaamse  Huisvestingsmaarschappij , a Flemish  public 
institution,  administers  a decreasing  term  insurance 
portfolio  consisting  of  44  500  contracts  and  a total  amount 
insured  at  death  of  approximately  47  billion  BEF  (or  1,15 
billion  Euros).  Every  year,  around  2000  new  decreasing 
term  policies  are  underwritten.  The  reserves  as  at 
31/12/1998  amounted  to  approximately  1,25  billion  BEF 
(or  3 1 million  Euros). 


Insurers  who  are  interested  in  taking  over  this  portfolio 
and/or  in  future  cooperation,  can  obtain  further  information 
form  the  Vlaamse  Huisvestmgsmaatschappij  by  requesting 
the  document  « Aanvraag  tot  insckrijving ». 
All  correspondence  will  be  in  Dutch. 


This  « Aanvraag  tot  insckrijving  » document  can  be 
obtained  by  sending  a fax  or  Utter,  before  16*  April  1999,  to  : 


Vlaamse  Huisvestmgsmaatschappij 
De  Heer  H.  Lyben 
Administrated  - generaal 

Ta.  v.  Mevrouw  Vera  Mommens  of  De  Heer  Bjorn  Demeulenaere 

Kolomenstraat  40 

B-1000  Brussel 

Fax:  +32-(0)2  - 505  42  05 


FINANCIAL  mss 


The  FT  can  help  you  reach  additional  business 
readers  in  Fiance.  Our  link  with  Uie  French 
business  newspaper,  Lm  Echos,  gives  you  a 
unique  recruitment  advertising  opportunity  to 
capitalise  on  the  FTs  European  readership 
and.  to  target  the  French  business  world. 

For  irrtofmation  oo  rates  and  hsiher  delate 
please  telephone: 

Toby  FmdefrCmfts  on  444 1T1 S73  3456 


LEGAL  NOTICES 


As  cansideratian  Is  being  given 
to  dissolving  the  company, 
creditors  are  requested  to 
identify  themselves  prior  to 
April  16. 1999  to: 


P.0.  Box  7827 
1008  M Amsterdam 
The  N&tbsrtamte 
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INTERNATIONAL  CAPITAL  MARKETS 


FUTURES  MARKET 


Cantor  upgrades 
trading  system 


European  bonds  move  ahead 


By  Kkkt  Tait  m Chicago 

The  Cantor  Financial 
Futures  Exchange,  the  first 
electronic  futures  market  to 
set  up  In  the  US.  yesterday 
launched  its  fufly-interactive 
trading  system  - a move 
which  could  renew  pressure 
on  the  Chicago  Board  of 
Trade,  the  largest  US 
exchange. 

The  Cantor  exchange  - 
which  was  developed  by  the 
New  York-based  broker- 
dealer  in  partnership  with 
the  New  York  Board  of 
Trade,  a smaller  US  futures 
exchange  - started  business 
last  September,  when  it 
began  trading  fixed-interest 
treasury  bond  and  note 
futures. 

But  although  execution 
was  handled  electronically, 
traders  and  investors  had  to 
phone  in  orders  via  “termi- 
nal operators"  located  in 
Cantor's  offices.  The 
exchange  saw  only  very 
small  volumes  in  the  first 
few  months  of  operation. 

The  new  system,  launched 


yesterday,  allows  trading 
firms  to  place  orders  directly 
from  a desk-top  keyboard. 
This  makes  it  fUDy-interac- 
tive,  although  the  “terminal 
operators"  will  also  continue 
to  accept  orders. 

Cantor  officials  have 
admitted  they  pushed  ahead 
with  the  hybrid  system  in 
the  hope  of  forestalling  pos- 
sible legal  action  hy  existing 
exchanges  and  the  terminal- 
operator  feature  has  been 
cited  as  a factor  behind 
CFFE's  minimal  impact 

Yesterday,  Howard  Lut- 
nick.  Cantor  chief  executive, 
said  he  believed  there  were 
about  100-150  keyboards 
operating  at  present.  He 
declined  to  be  specific  on 
volume  targets,  but  said  the 
exchange  now  expected  a 
"step-by-step"  improvement  , 
in  the  months  ahead. 

Mr  Lu truck  also  confirmed 
that  Cantor  planned  to  add 
additional  treasury  futures 
contracts  to  the  screen-based 
system,  and  then  to  follow 
up  with  foreign  exchange 
and  energy-related  products. 


B^HMAfWBONDS 
By  Arkady  Ostrovsky  in  London 
I and  John  Inhale  hi  Now  York 

Growing  expectations  of  an 
interest  rate  cut  by  the  Euro- 
pean Central  Bank  gave  a 
further  boost  to  the  Euro- 
pean bond  markets. 

Bond  prices  also  rose  in 
response  to  a report  that 
Yugoslavia  had  declared  a 
unilateral  ceasefire  to  mark 
Orthodox  Easter. 

Some  analysts  suggested 
that  the  ECB  could  cut  the 
interest  rate  by  25  basis 
points  and  possibly  by  as 
much  as  50  basis  points 
when  its  governing  council 
meets  tomorrow. 

These  expectations  helped 
the  short  end  of  the  Euro- 
pean bond  yield  curve  to 
firm  up  further. 

The  yields  on  the  one-year 


and  two-year  German  bunds 
fell  by  5 basis  points. 

Phyllis  Reed  at  Barclays 
Capital  said  low  yields  at  the 
short  end  made  investors 
look  for  better  yield  at  the 
long  end  of  the  curve. 

As  a result,  the  yield  on 
the  10-year  German  bund 
also  fell  by  6 basis  points. 

“The  curve  has  steepened 
so  much  that  it  made  the 
long  end  of  the  market  look 
more  attractive,"  she  said. 

The  German  10-year 
benchmark  bund  future  rose 
by  more  than  a point  from 
11&98  to  115.09. 

The  10-year  euro  swap 
spreads  lost  some  of  the  ear- 
lier gains  and  tightened  to 
about  37  basis  points. 

UK  gilts  leapt  by  almost  a 
point  ahead  of  the  Bank  of 
England's  monetary  policy 
committee  meeting  tomor- 
row. which  is  expected  to 


bring  a cut  in  interest  rates. 
The  10-year  gilt  future  rose 
from  11638  to  117.95. 

European  bond  markets 
also  took  some  comfort  from 
reports  that  Yugoslavia  had 
declared  a ceasefire. 

However,  most  analysts 
said  the  impact  of  these 
reports  would  not  last  long. 

The  strength  of  the  Euro- 
pean bond  markets  also 
helped  improve  sentiment  in 
the  US  bond  market 

US  Treasuries  rose  in  mid- 
day trading  as  stocks  were 
sold  off  and  on  growing 
anticipation  of  interest  rate 
cuts  in  the  UK  and 
Europe. 

The  benchmark  30-year 
bond  was  £ higher  at  95g. 
sending  tbe  yield  down  to 
5.536  per  cent. 

Among  shorter-term  issues 
the  10-year  note  was  % 
stronger  at  97&,  yielding 


5.136  per  cent,  while  the  two- 
year  note  was  unchanged  at 
99%.  yielding  4.941  per 
cent. 

The  Dow  Jones  Industrial 
Average  bad  fallen  back  in 
early  trading  after  reaching 
a record  close  above  10.000 
on  Monday,  sending  money 
back  into  bonds. 

In  spite  of  the  recent  come- 
back tn  bond  prices,  tbe  out- 
look for  the  market  remain- 
ed uncertain. 

“The  primary  trend  is  still 
bearish."  said  Dennis  Hynes, 
chief  investment  strategist 
at  R.W.  Pressprich  in  New 
York. 

“The  economic  growth 
environment  is  still  very 
much  with  us." 

Perceptions  that  commod- 
ity prices  have  hit  bottom 
and  may  be  on  the  rise  was 
also  a factor  for  the  market 
going  forward. 


Encouraging 
signs  for 


euro  arbitrage 


Kosovo  and  Easter  subdue  trade 


Egyptian  bank  in 
E£300m  offering 


Egypt’s  Commercial  Inter- 
national Bank  (CEB)  said  yes- 
terday it  was  offering  the 
public  E£300m  ($88m)  worth 
of  five-year  coupon  bonds, 
reports  Reuters  from  Cairo. 

The  bank  said  in  an 
announcement  published  in 
the  daily  newspaper,  al- 
Akhbar,  that  the  bonds 
would  carry  a fixed  yield  of 
10.25  per  cent,  to  be  paid 
twice  a year. 

It  added  that  the  offer  of 
the  1,000-bond  issue  would 
be  open  for  at  least  10  days 
from  April  22. 


WORLD  BOND  PRICES 


Investors  can  buy  a mini- 
mum of  10  tradeable,  non- 
convertible  bonds,  the  bank 
said. 

CIB  made  net  profits  of 
E£310m  in  1998.  up  from 
E£267m  in  the  previous  year. 

The  bank’s  total  assets  fell 
from  E£13.56bn  to  Enuafcp 
over  the  period.  But  share- 
holders' equity  rose  from 
E£l3bn  to  E£l-28bn. 

CIB  was  rated  by  the  Nile 
Rating  Company  at  AA+, 
indicating  a very  strong  abil- 
ity to  make  debt  repayments 
and  interest  in  doe  time. 
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NEW  ISSUES 

By  Edward  Luce, 

Capital  Mariwts  Editor 

The  war  in  Kosovo  and  tbe 
after-effects  of  the  Easter 
break  conspired  to  provide  a 
subdued  market  yesterday 
although  bankers  said  that 
secondary  market  spreads 
were  holding  up  well. 

Tbe  Philippines  Long  Dis- 
tance Telephone  Company, 
the  country’s  partly- 
privatised  carrier,  came  to 
the  international  bond  mar- 
kets for  tbe  first  time  since 
before  tbe  Asian  financial 
crisis  in  1997  with  a SI  75m 
offering. 

The  bond,  which  follows 
on  from  a couple  of  success- 
fill  sovereign  deals  by  the 
Philippines  early  this  year, 
is  likely  to  be  viewed  as  a 
further  sign  of  the  improved 
sentiment  towards  emerging 
markets.  “First  we  had  suc- 
cessful sovereign  deals  and 
now  we  will  start  to  get 
the  second  wave  of  Asian 


New  international  bond  issues 
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corporates,"  said  one  official. 

The  PLDT  nine- year  offer- 
ing, which  was  lead  man- 
aged by  Warburg  Dillon 
Read,  will  be  priced  at  a 
spread  of  540  basis  points 
over  the  Treasury  bench- 
mark. Elsewhere,  Austria 
issued  a five-year  Cl.lbn 
($i-2bnj  bond  that  bankers 


BOND  FUTURES  AND  OPTIONS 
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said  was  an  extension  of  its 
domestic  auction  pro- 
gramme. 

Although  formally  syndi- 
cated and  targeted  at  mostly 
retail  investors,  the  deal  had 
little  to  distinguish  itself 
from  standard  domestic 
issues. 

Municipal  Housing 


US  CORPORATE  BONDS 
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Finance,  which  lends  to  local 
governments  in  Finland, 
made  its  debut  in  euros  with 
a €250tn  offering.  An  official 
at  ABN  Amro,  joint  lead 
with  CDC  Markets,  said  tt 
was  trading  at  its  re-offer 
spread  of  21  basis  points 
over  the  10-year  French 
OAT. 


By  Arkady  Odnwsky  ^ 

For  the  first  time  since  the 
launch  of  the  euro  in  Janu- 
ary there  axe  signs  of 
improving  arbitrage  opportu- 
nities in  the  single  currency. 
The  swap  spreads  - the  dif- 
ference between  fixed  and 
Floating-rate  money  - wid- 
ened by  about  5 basis  points 
in  the  week  to  April  2. 

However,  analysts  say  this 
is  still  not  enough  to  attract 
the  world's  largest  borrow- 
ers to  the  euro  market 

The  birth  of  the  euro  in 
Janaary  was  supposed  to 
help  create  an  in-depth  liq- 
uid European  fixed-income 
market  But  while  there  has 
been  a lot  of  issuance  by 
European  companies  and 
governments,  some  of  the 
world's  biggest  borrowers 
have  been  notably  absent 

Many  stayed  in  the  dollar 
market  rather  than  the  eUTO 

market  because  of  the  tight 
swap  spreads  between  fixed 
and  floating-rate  money.  A 
swap  is  a contract,  usually 
made  between  a borrower 
and  a bank,  to  swap  fixed- 
rate  money  into  floating-rate 
money. 

Most  multinational  bor- 
rowers such  as  the  World 
Bank  and  Fannie  May.  issue 
fixed-rate  bonds  that  are 
priced  over  the  benchmark 
government  bonds-  However, 
since  their  balance  sheets 
are  oriented  toward  floating- 
rate  lending,  they  swap  their 
fixed-rate  money  into  float- 
ing-rate money.  A wide 
spread  between  floating  and 
fixed-rate  money  allows 
swappers  to  reduce  their 
cost  of  financing. 

Steve  Major,  chief  bond 
strategist  at  ING  Barings, 
says  a particularly  heavy 
round  of  fund-raising  by 
European  governments  so 
far  this  year  is  one  reason 


INTERNATIONAL  BONDS 


why  swap  spreads  have 
become  so  tight  and  unap- 
pealing for  multinational, 
and  corporate  borrowers.  - 

The  stir  biggest  eurozone 
markets,  keen  to  establish 
their  benchmarks,  in  the  new 
currency,  issued  36  per  cant 
of  their  planned  issuance  for 
the  year  in  the  first  quarter, 
according  to  ING  Barings. 

In  the  aftermath  nf  the 
Russian  financial  crisis  the 
swap  spread,  which  indicates 
the  difference  between  gov- 
ernment credit  risk  and 
banking  credit  risk,  widened 
to  70  basis  points  as  inves- 
tors, wary  of  any  risk, 
sought  the  safest  haven  in 
government  bonds. 

But  as  panic  over  the 
emerging  markets  receded, 
the  swap  spread  has  tight- 
ened to  about  35  basis 
points.  In  contrast,  the  swap 
spread  in  dollars  is  twice  as 
wide  as  for  the  euro,  which 
tempts  borrowers  seeking 
floating-rate  money. 

One  of  the  reasons  for  this 
is  that  the  US  government, 
which  has  a large  budget 
surplus,  redeems  mare  bands 
than  it  issues.  This  has 
driven  the  US  government 
bond  yield  curve  lower. 

Another  reason  for  such 
dramatic  difference  between 
the  US  dollar  and  the  euro 
swap  markets  is  that  the 
quality  of  banking  credit  in 
Europe  is  generally  higher 
than  in  the  US,  according  to 
David  Mnnves  at  Lehman 
Brothers. . 

This  means  that  the  risk 
premium  for  European 
credit  over  government 
credit  is  lower  in  Europe, 
which  translates  into  a 
tighter  swap  spread.  But 
analysts  say  that  unless  the 
swap  spread  in  tbe  euro  wid- 
ens, large  issuers  who  seek 
floating-rate  money  are 
unlikely  to  borrow  in  euros. 
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CURRENCIES  & MONEY 


Rate  cut  hope  pushes  sterling  lower 


age 


MARKETS  RB^ORT 


By  Alan  Beattie 
and  Robert  Ctafe 


1 


Expectations  that  the  Ranfr 
of  England’s  monetary  pol- 
icy committee  will  resume 
its  cuts  in  UK  Interest  rates 
tomorrow  briefly  pushed  the 
pound  to  an  18-month  low 
against  the  dollar  yesterday. 

At'one  stage  sterling  was 
more  than  I per  cent  down 
from  its  overnight  highs  in 
Asia,  falling  below  $1.5850 
for  the  first  time  since  Sep- 
tember 1997.  But  it  recovered 
some  of  its  lost  ground  later, 
closing  just  over  a cent 
down  on  the  day  at  $1.59. 

Analysts  said  that  the 
market  had  factored  izz  a 
quarter-point  rate  reduction 
to  SJS  per  cent,  while  the 
dollar  was  supported  by  con- 
tinued confidence  In  US  eco- 
nomic prospects  and  the 
strength  of  Wall  Street 

David  Bloom,  currency 
analyst  at  HSBC  in  London, 
said  that  it  looked  as  if  ster- 


ling was  making  an  attempt 
to  break  out  of  its  range 
against  the  dollar. 

"Sterling  volatihes  against 
the  dollar  are  now  higher 
than  those  against  the  euro," 
he  said.  “This  may  be  part  of 
sterling's  change  over  to  a 
euro-based  currency." 

But  Mr  Bloom  said  it 
was  hard  to  pin  down  any 
one  event  which  the 
market  more  bearish  an  the 
pound  against  the  dollar. 

“It  may  have  started  with 

comments  from  the  Rank  of 
England's  monetary  policy 
committee  implying  they 
were  envious  of  the  weak 
euro."  he  said.  “It  certainly 
doesn't  seem  to  have  been 
the  real  economy,  fore- 
casts of  economic  growth  in 
the  OK  this  year  have  been 
getting  better.” 


Stealing's  decline  was  not' 
deflected  by  the  Confedera- 
tion of  British  Industry’s  lat- 
est survey,  showing  rising 
service  sector  confidence. 
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■ The  euro  put  on  a late 
spurt  against  the  dollar  in 
London  trading  as  Serbia's 
announcement  of  a unilat- 
eral cease  fire  raised  hopes 
of  a peace  deal. 

The  euro  had  been  bumbl- 
ing along  contended^  for 
much  of  the  day  within  a 
narrow  range  between  $1.07 
and  $1,074,  The  news  from 
Yugoslavia  saw  the  euro 
bounce  straight  up  to  $LQ78 
before  dosing  at  $1,076. 

Tim  Fox's  team  at  Stan- 
dard Chartered  Bank  argued 
that  the  announcement 
would  provide  only  tempo- 
rary relief  for  the  beleagured 
European  currency.  Never- 
theless the  likelihood  of  a 
quarter  point  cut  in  euro- 
zone interest  rates  cm  Thurs- 
day provided  "the  potential, 
albeit  short-lived,  for  $1.09." 

Analysts  are  in  two  Tuinds 


- - 7m ./  ‘ jft: 
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about  what  to  expect  from 
the  European  Central  Bank 
this  week.  Reuters  found  13 
economists  predicting  a cut. 
with  12  expecting  no  change. 
Some  think  a cut  could  boost 
the  euro- by  demonstrating 
that  the  JSCB  is  serious 
about  supporting  growth. 


of  capital  repatriation  and 
option  expiries  to  the  pros- 
pects for  Japan's  economy. 

Few  traders  have  drawn 
much  conclusion  from  the 
behaviour  of  the  yen  in 
recent  weeks.  With  talk  of 
option  knock-out  protection 
by  east  Asian  dealers  and 
speculation  about  large  dol- 
lar purchases  by  Japanese 
banks,  the  movements  of  the 
yen  have  bad  little  connec- 
tion with  underlying  eco- 
nomic fundamentals. 

Bat  despite  large  Intraday 
movements,  the  yen  recently 
has  been  better  behaved 
than  its  rapid  gyrations  in 
earlier  months  might  have 
suggested.  It  traded  in  a 
fairly  close  range  around 


I OTHER  CURRENCIES 


■ As  the  new  fiscal  year 
starts  in  Japan,  attention  of 
yen  traders  turns  from  talk 
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Y12Q  for  the  last  few  weeks 
of  the  fiscal  year.  Analysts 
say  that  this  is  a comfortable 
range  for  the  currency,  and 
one  that  the  Bank  of  Japan 
and  the  Ministry  of  Finance 
will  wish  to  retain.  Yester- 
day the  yen  closed  slightly 
Up  on  the  day  at  Y12L1. 

“Below  YllO,  the  profit- 
ability of  the  corporate  sec- 
tor Is  in  doubt  through 
export  unconipe  titi  ven  ess . 
Above  Y12S,  the  asset  posi- 
tions of  Japanese  banks  are 
inflated  and  their  capital 
adequacy  ratios  threatened," 
said  Paul  Cherfkow  of  Bank 
of  Tokyo-Mitsubiahi. 

But  the  temporary  stabil- 
ity in  tbe  currency  belles  a 
real  economy  still  in  deep 
trouble.  Despite  hints  from 
officials  that  the  economy  is 
on  the  upturn  and  a slight 
recovery  in  the  tankan  busi- 
ness confidence  survey  this 
week,  other  indicators  have 
shown  production  still  mired 
in  recession  and  extreme 
risk  aversion  leaving  con- 
sumers unwilling  to  lend. 
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Strong1  growth 
in  1998 
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• Completion  of  the  worMwWc  oeturaifc  a year 
ahead  of  target 

•Restructuring  of  the  capital  of  Somarel,  the 
group’s  holding  company:  consoBdation  of 
family  control,  opening  of  share  capital  to 
employees  and  financial  partners. 

m amplification  of  legal  structures  nesutting  m 
Increased  stock  market  capitalization  and 
liquidity. 

• Continuation  of  globalization  of  major 
specialised  divisions,  resulting  in  provision  of 
total  integrated  communications  services  to 
multinational  clients  worldwide. 
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•Growth  boosted  by  a worldwide  network 
helping  to  expand  relations  with  existing 
Publ ids  customers  and  win  new  dtents. 
Currently,  transnationals  account  for 
one- third  of  the  group’s  business:  Renault 
Nestle.  L’OreaL  British  Airways,  Siemens, 
Hewlett  Packard,  Canefbur.  Tetri.  Oub  Med.  etc 

•Anew 'global'  product  offering  Is  provided 
In  other  communications  business  sectors, 
thanks  to  the  International  expansion  of 
specialized  group  divisions  such  as 
consulting,  marketing  services  support, 
media  buying,  multimedia  and  interactive 
communfcafroov 

• A share  price  providing  good  growth 
potential. 

■ Authorized  capital  transactions  promising 
imprawdNEPS. 

Stock  price  diart  im 


+ 41%H 
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• Sates  were  upby  y£K  to  787  bimon 

Ondudlng  13*  Internal  growth). 

• Net  profB  (before  goodwill  depredation}  up 
by  4rtt  to  FR7  380  million,  and  by  34%  [after 
goodwill  depredation)  to  FRF  jn  iruTUon. 

■ Operating  Income  of  FRF  772  mlBion, 
representing  ■39*  of  revenues,  placing 
Pubfids  among  the  ranks  of  the  most 
profitable  companies  In  the  world  In  its 
sector. 

•Shareholder  equity  of  FEF  2 Niton. yielding 
23)4  compared  with  16%  In  1997, 


m WM  WPS  19*6  IW7  1998  S99 


Znanauo  In  dMdand 


• At  the  Annual  Stockholders*  Meeting 
srtieduled  Ifar  iurw  T7, 1999.  a proposal  win 
be  put  to  the  shareholders  calling  for 
payment  af  3 net  dividend  of  KJF  8 
(C 1 J2),  or  FRF  ta  (€  183),  Induding 
withholding  tax,  up  SfXover  1997. 


’Q9  UPDATE 


HiilHLimili- 


> CAPITAL  RESTRUCTURING 

> SiMPLIFICAT/ON  OF  LEGAL  STRUCTURES 

> PUBUCIS:  AN  INTERNATIONAL  GROUP 

> CONSOLIDATION  OF  SPECIALIZED  BUSINESSES 


Acquisition 
of  IVelcorrifTi 
(South  Korea). 
Ad -Link  (China) 
and  Zen  find  is). 


International  New 


business : Umiec  biscuits 


PUBLICIS 


FiiwncLil  Times  Surveys 


England’s  Central  South  Coast  Region 

Friday  May  7 


For  further  information  please  contact: 

Philip  Doch.ciri  in  Farnboroush 

Tel:  r44  1252  549478  F;it:  -44  1252  549733  email:  pbildodsan.~campuserve.cOin 
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COMMODITIES  & A G R I C U L 

METALS  NEW  OFFERING  DUE  TO  BE  LAUNCHED  IN  JULY  OR  SEPTEMBER 

LME  index  contract  will  target  investment 


funds 


By  GSfian  O'Connor 
Miming  Correspondent 

The  London  Metal  Exchange 
is  targeting  business  from 
investment  funds  with  the 
launch  of  its  new  metals 
Index  contract,  scheduled  for 
July  or  September  this  year. 

These  funds  are  sometimes 
blamed  for  increasing  the 
volatility  of  metal  prices, 
and  hence  the  earnings  and 
share  prices  of  mining 


Brazil’s 


shares.  But  David  King. 
LME  chief  executive,  said  it 
welcomed  investment  funds, 
if  they  provided  extra  liquid- 
ity Cor  the  market  and  did 
not  cause  excessive  volatil- 
ity. 

Most  LME  business  still 
comes  Grom  trade  users,  but 
the  proportion  has  fallen 
from  90  per  cent  to  70-75  per 
cent  in  recent  years. 

The  new  index  contract 
will  comprise  aluminium. 


copper,  lead,  nickel,  tin  and 
zinc,  and  will  be  weighted  to 
reflect  global  production  vol- 
ume and  LME  trade  liquid- 
ity. Initial  weights  are:  alu- 
minium. 41.8  per  cent: 
copper.  33.4  per  cent:  lead, 
8.4  per  cent:  nickel,  2.0  per 
cent;  tin.  1.0  per  cent;  and 
zinc.  13.4  per  cent 
The  index  will  have  an  ini- 
tial value  or  1,000,  with  a 
contract  size  of  $10,000.  and 
will  be  cleared  in  cash.  It 


will  be  tradeable  out  to  12 
months  and  options  will  be 
available  from  tbe  outset 

The  index,  to  be  known  as 
LMEX,  will  be  traded  on  tbe 
floor  of  the  exchange  during 
the  unofficial  “kerb''  trading 
period,  and  in  telephone 
trading  at  any  time. 

Hitherto  investment  funds 
have  had  the  choice  of  trad- 
ing In  the  underlying  metals 
or  using  over-the-counter 
products.  The  LME 


suggested  yesterday  that 
existing  active  users  of  OTC 
products  may  start  to  use 
LMEX  as  well. 

It  may  also  become  the 
accepted  yardstick  for  base 
metal  prices,  and  in  due 
course  be  used  as  the  basis 
Tor  retail  investment  fluids. 

The  exchange  will  not  hes- 
itate to  intervene  if  it  is  wor- 
ried that  LMEX  is  disrupting 
the  underlying  metal  con- 
tracts. 


Some  metal  traders,  how- 
ever, are  not  convinced  there 
is  a real  need  for  the  new 
contract,  or  that  investment 
funds  will  adopt  it.  There  are 
also  some  disagreements 
with  the  weightings 
accorded  to  different  metals, 
and  the  compilation  method. 

“It  looks  as  if  it  might 
appeal  to  general  commodity 
funds.  But  I would  expect 
the  discretionary  funds  and 
technical  funds  to  stay  with 


the  individual  metals."  said 
Ted  Arnold,  minerals  strate- 
gist at  Prudential-Bache. 

“Until  we  get  an  idea  of 
the  liquidity  of  the  new  con- 
tract. it  is  difficult  to  see 
what  will  attract  funds  away 
from  tbe  existing  instru- 
ments,'’ said  Peter  Richard- 
son. bead  of  commodity 
research  at  Warburg  Dillon 
Reed.  “The  index  will  sup- 
press volatility  and  the 
funds  like  volatility." 


coffee  Peruvian  zinc  mine  recovers  its  shine  as  privatisation  nears 


new 


alliance 

By  Paul  Salman 

Brazil,  the  world's  largest 
coffee  producer,  will  inaugu- 
rate its  new  coffee  trade 
group,  the  Council  of  Green 
Coffee  Exporters  of  Brazil 
(Cecafe).  on  April  27. 

The  group  is  a joint  ven- 
ture between  the  country's 
two  rival  organisations,  the 
Brazilian  Association  of  Cof- 
fee Exporters  (Abecafe)  and 
the  Brazilian  Federation  of 
Coffee  Exporters. 

Its  launch  is  the  first  step 
towards  a full  merger  of 
Abecafe  and  Febec,  which 
would  create  one  organisa- 
tion to  represent  Brazil's  cof- 
fee growers.  Currently,  the 
two  rival  groups  each  repre- 
sent about  half  of  the  coun- 
try’s coffee  output. 

Until  four  years  ago,  Febec 
was  Brazil’s  sole  coffee  trade 
organisation.  Abecafe  was 
established  in  1995  after 
members  broke  away  from 
Febec  amid  an  argument 
over  exports. 

Febec  had  committed  Bra- 
zil to  quotas  in  an  effort  to 
limit  world  coffee  supplies  I 
and  support  prices.  But 
members  of  Abecafe 
favoured  efforts  to  increase 
global  coffee  consumption. 

Brazil  produced  about 
9.3m  tonnes  in  the  year  to 
March  1999,  according  to  the 
International  Coffee  Organi- 
sation. 
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To  attract  bidders  for  Cerro  de  Pasco.  Centromin  is  trying  to  reduce  the  social  and  environmental  problems,  writes  Sally  Bowen 


The  high  Andean  mining 
town  of  Cerro  de  Pasco 
is  as  run  down  as  ever. 
Pigs  snuffle  in  piles  of  gar- 
bage amid  depressing 
shacks;  ragged  children  play 
in  churned-up  mud;  the 
town's  unpaved  roads  are  a 
disaster  of  planning  and 
upkeep. 

It  is  not  entirely  the  fault 
of  Centromin,  the  state- 
owned  mining  company 
formed  when  Peru’s  leftwing 
military  nationalised  the 
once  thriving  US-owned 
Cerro  de  Pasco  Corporation 
in  1972. 

Cerro 's  fabulous  zinc  mine 
has  drawn  settlers  to  this 
barren  and  inhospitable 
plain,  some  L3Q0m.  above  sea 
level,  throughout  the  20th 
century. 

Cerro's  problems  spiralled 
in  the  early  1990s.  with  a 
fresh  flood  of  migrants  from 
far-flung  peasant  farming 
communities,  fleeing  terror- 
ist violence. 

Almost  a fifth  of  Cerro's 
60.000-plus  population 
depend  directly  on  the  mine 
for  their  living:  most  of  the 
rest  live  from  the  commer- 
cial activity  it  generates. 

Yet  neither  the  state  nor 
Centromin  has  succeeded  in 
improving  their  lot. 

That  could  be  about  to 
change.  On  April  19,  the 
Cerro  de  Pasco  mine  - the 
new.  separate  company  is 
known  as  “Paragsha”  - will 


be  privatised.  Base  price  for 
the  installations  has  been  set 
at  $60m  and  tbe  new  opera- 
tor will  be  required  to  invest 
another  S70m  within  five 
years. 

Potential  bidders  include 
Cominco  of  Canada.  Switzer- 
land-based Glencore,  and 
Doe  Run  of  the  US.  which 
acquired  the  vast  metallurgi- 
cal complex  of  La  Oroya 
nearby  in  late  1997. 

It  had  originally  been 
planned  to  sell  off  Centrom- 
in’s  entire  operations  as  one 
unit. 

But  the  state  mining  and 
refining  group  - comprising 
seven  mines,  tbe  La  Oroya 
complex,  four  hydros  and  a 
railway  - proved  too  large, 
the  social  and  environmental 
realities  too  daunting,  for 
one  buyer  to  swallow. 

At  auction  in  May  1994,  no 
bids  were  presented, 
although  since  then  some  of 
the  individual  units  have 
found  new  owners. 

Belatedly,  and  in  advance 
of  privatisation.  Centromin 
has  taken  steps  to  appease 
the  often  hostile  Cerro 
residents. 

Some  $5.5m  is  going  into 
improvements  to  roads, 
state-owned  schools  and 
studies  for  drinking  water 
and  sewage  systems. 

The  new  operator  will  still 
face  social  problems,  but 
they  will  be  fewer,  says 
Jesus  Vi  lea,  general 


manager.  There  have  also 
been  Impressive  efforts  on 
the  once  disastrous  environ- 
mental front. 

Environmental  pollution 
was  blamed  for  deterring 
potential  bidders  in  1994. 

Centromin  is  investing 
$3S.6m  on  cleaning  up  the 
polluted  San  Juan  river, 
reorganising  waste  disposal 
and  greening  a landscape 
ruined  through  the  decades. 

Once  yellow  and  clogged 
with  tailings  sediment,  the 
river  now  runs  clean  ducks 
dive  for  fish  and  frogs  in  the 
river. 

Centromin  is  dredging  the 
river  bed,  strengthening  the 
banks  and  planting  beds  of 
rushes,  and  the  recently 
polluted  Lake  Junin  is  clean 
again. 

Men  are  digging 
trenches  around  the 
unsightly  mineral 
dumps,  which  leak  acid 
water  to  pollute  lakes  and 
rivers.  Canadian  environ- 
mental consultants  have 
temporarily  solved  the 
problem. 

Centromin.  which  has 
assumed  the  environmental 
debt,  will  later  build  a mod- 
ern water  treatment  plant, 
financed  from  a new.  $50m 
environmental  reserve  fund 
which  has  been  created  from 
past  profits. 

Other  pre-sale  investments 
have  been  made  to  enhance 


Penman  peasants  the  state-owned  mining  company  is  improving  the  tot  of  migrants  at  Cerro 


the  mine.  Last  year's  explo- 
ration programme  pushed 
mine  reserves  up  by  around 
7m  tonnes:  unprecedented 
exploration  drilling  has  been 
carried  out  further  afield; 
and  some  $5m  in  new 
machinery  has  been 
acquired  for  mine 
operations. 

The  most  immediate  area 
for  mine  expansion  is  called 


Matagente.  At  the  edge  of 
the  huge  open  pit.  it  was  for 
years  a no-go  area. 

Some  250  migrant  families 
had  settled  on  the  Centrum- 
in-owned  land,  building 
makeshift  homes  and  resist- 
ing attempts  to  dislodge 
them. 

Now,  after  protracted 
negotiations,  homes  have 
been  bought  and  demolished. 
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and  residents  have  moved  to 
other  sites.  Realistically,  pre- 
paratory work  could  com- 
mence at  the  new  open  pit 
by  July,  says  Mr  VUca. 

Assuming  a successful  pri- 
vatisation this  month,  devel- 
oping Matagente  and  consol-  i 
i dating  the  profitable  mine  - 
whose  sales  exceed  $l00m  a 
year  - will  fall  to  the  new 
owner. 


JOTTER  PAD 


Oil 
prices 
continue 
to  firm 



By  ftoiert  Cozinef  Paul  Sobhaii 
aid  GBBan  O’Connor  . 

Most  London  markets,  were 
slow  yesterday,  re-opening 
after  the  four-day  break  for 
Easter.  However.  63  -prices 
continued  to  firm  with  Brent 
Blend  Car  May  delivery  trad- 
ing at  about  $15  a barrel  for 
much  of  the  day. . 

In  late  activity  on  Lon- 
don's International  .Petro- 
leum Exchange,  May  Brent 
was  quoted  at  $15.02  a bar- 
rel 30  cents  up  on  the  close 
last  Thursday. 

Several  short-term  devel- 
opments helped  bolster  the 
generally  positive  sentiment 
that  has  prevailed  since  the 
run-up  to  last  month’s  Opec 
meeting.  Although-  Iraqi 
exports  remained  steady, 
there  were  weekend  allied 
air  attacks  on  facilities  near 
the  pipelines.  A new  produc- 
tion disruption  In  Nigeria 
also  helped  fuel  yesterday’s 
rise. 

Trading  was  light  on  the 
London  International  Finan- 
cial Futures  and  Options 
Exchange  yesterday. 
Robusta  coffee  prices  closed 
lower,  the  May  contract  at 
$1,522  a tonne,  , down  $17 
from  Thursday’s  close.  Vol- 
ume was  just  4.99S  lots, 
though  July  overtook  May 
as  the  most  actively  traded 
contract 

Precious  metal  prices  were 
also  initially  weaker  in  Lon- 
don. The  morning  gold  fix 
on  the  London  bullion  mar- 
ket was  the  lowest  since  Sep- 
tember last  year. 

Base  metal  prices  on  the 
London  Metal  Exchange 
were  mixed.  Larry  Kaplan  of 
Flemings  Research  said  that 
although  the  second  quarter 
of  the  year  typically  shows 
strong  demand,  It  is  unlikely 
consumers  will  come  back 
into  the  market  with  much 
appetite  in  this  quarter  - 
given  the  current  weakness 
in  Japan  and  Europe. 
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ACROSS 

I 1 believe  it's  time  for  rob- 
bery <61 

4 About  a hundred  had  been 
secret  agents,  which  gave 
zest  (6) 

8 Snoop  around  - there's 
zero  accurate  information, 
children  (7> 

9 Effort  to  alone  for  remov- 
ing the  Inst  from  Conusb 
town  i7j 

!1  Heard  to  say  solemnly,  in 
great  fear.  “Land'"  (5.5) 

12  Run  from  thunder  (4) 

13  I believe  it's  dangerous  in 
company  (5) 

14  This  shows  me  Benn  and 
lo!  he's  no  more  one  of 
them  <81 

16  Summoned  necroma/til- 
cally  or  into  service  ifiJZi 

18  The  ego  as  subject  (5> 

20  KO:  reverse  is  far  than  OK 
(4l 

21  Intimacy  is  right,  when  dev- 
ll-craft's  around  (lO.i 

23  Bust,  sadly,  to  some  extent, 
which  conveys  a further 
message  17) 

24  Wee  thing  in  cover  mav 
have  company  17) 

25  Extremely  pointed  on  the 
back  uf  the  paper  14J2) 

26  Niche  with  no  sluing  I6j 

DOWN 

1 Sees 

2 Look  out  of  the  kitchen  gar- 
den (2JI 


3 Cave  tongue  back  to 
instincts  - it's  a reptilian 
quality  H-S) 

5.  1 Boy  keeping  date  and 
place  (4-1-5) 

6 Kept  out  of  the  fridge? 
March  and  be  damned!  (7) 

7 Remove  round  column 
which  is  low-cut  (S) 

10  Formula  ] cost  £1.000?  15.4) 

13  Singer  to  select  Jane  Aus- 
ten's spelling  before  being 
put  in  19) 

15  Irene  to  be  upset  bv  bug- 
bear 14.5) 

17  Landscape  gardener:  ours? 
In  crossword  stvle.  not 
really  (2.5) 

19  Directions  about  clothes  in 
bathroom?  I2.5i 

21  See  22 

22.  21  Deifies  sex.  possibly, 
with  irremovahle  preju- 
dices (5.5) 

Solution  9.952 
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LONDON  STOCK  EXCHANGE 


Rampaging  bulls  drive  Footsie  to  record  highs 


FTSE  Alt-Share  index 


3000- 


MARKET  REPORT 


By  Sieve  Thompson, 

UK  Stock  Market  EdRor 

The  first  trading  session  of 
the  new  financial  year  saw 
London's  leading  stocks 
move  confidently  into  record 
territory,  propelled  by  opti- 
mism over  Wall  Street  and 
the  prospect  of  interest  rate 
cuts  in  the  UK  and  the  euro- 
zone. 

If  that  was  not  enough  to 
satisfy  the  market’s  rampant 
bulls,  there  was  another 
burst  of  takeover  stories  and 
evidence  of  a last-minute 
rush  for  the  final  year 


of  personal  equity  plans. 

Dealers  said  Wall  Street 
provided  the  initial  impetus 
behind  yesterday's  perfor- 
mance. with  the  Dow  Jones 
Industrial  Average  finishing 
above  10,000  overnight  in 
response  to  support  for  high- 
tech  stocks  and  to  the  March 
non-farm  payroll  report  pub- 
lished on  Friday. 

That  report  showed  a sig- 
nificant slowdown  in  the 
rate  of  growth  in  new  jobs  in 
the  US.  where  unemploy- 
ment is  at  its  lowest  for  29 
years,  indicating  a cooling  in 
the  economy  and  reducing 
the  need  for  a rise  in  interest 
rates  in  the  short  term. 


Wall  Street  gave  no  fur- 
ther support  to  global  mar- 
kets yesterday,  opening  the 
session  on  a modestly  firmer 
note,  only  to  succumb  to 
profit-taking  despite  the  mid- 
afternoon ceasefire 
announced  by  the  Serb  gov- 
ernment. That  produced  a 
short-lived  rally  in  the  Dow. 

At  the  finish  of  a day  of 
sustained  strength,  the 
FTSE  100  remained  above 
the  6,400  barrier  at  6.415.3. 
up  85.3.  The  index  bit  a 
record  intra-day  high  of 
6.443.9,  up  113.9,  before  react- 
ing to  pulses  of  profit-taking 
and  the  halt  to  Wall  Street's 
upward  march. 


But  dealers  pointed  to  the 
reluctance  ol  the  rest  of  the 
market  to  follow  the  leaders 
as  evidence  that  the  latest 
surge  in  the  Footsie  owed  as 
much  to  a stock  shortage  as 
to  heavy  buying  interest. 

The  FTSE  250.  although 
always  in  positive  territory, 
was  never  really  convincing, 
despite  the  numerous  take 
over  rumours,  and  ended  the 
day  only  3.4  firmer  at  5.456.7. 
having  hit  a session  high  of 
5,472.4.  The  FTSE  Small  Cap 
closed  2.0  higher  at  2.407.0. 
after  2,408.1. 

The  two  junior  FTSE  indi- 
ces considerably  outper- 
formed the  FTSE  lOu  and  the 


All-Share  during  March  and 
the  first  quarter. 

Over  the  month,  the  FTSE 
SmallCap  produced  a total 
return  of  5.9  per  cent,  com- 
pared with  the  250’s  4.9  per 
cent,  the  All-Share's  3.1  per 
cent  and  the  100's  2.6  per 
cenL 

The  figures  are  even  more 
dramatic  over  the  first  quar- 
ter when  the  SmallCap 
returned  16.7  per  cent,  the 
250  13.7  per  ceDt,  the  All- 
Share  9.1  per  cent  and  the 
100  7.9  per  cent. 

Market  makers  conceded 
they  had  been  caught  out  by 
the  speed  of  the  US  market's 
move  in  recent  sessions  and 


especially  on  Monday,  and 
also  by  the  weight  of  new 
money.  "I  would  be  sur- 
prised if  we  came  back  by 
any  significant  amount  in 
the  short  term;  the  market 
feels  very  strong  under- 
neath." said  one. 

The  strategy  team  at 
Credit  Suisse  First  Boston 
said:  "There  appears  little  to 
stop  a further  re-rating  of 
UK  equities.  We  see  this 
driving  equities  well  into 
overbought  territory.  Our 
strategy  then  would  be  to 
take  profits  in  some  of  the 
highly  rated  big-cap  stocks.” 

Turnover  was  980m 
shares. 
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Telecoms 
stay  in 
spotlight 

By  Joel  Kknzo  and  Martin  Brice 


A combination  of  bumper 
subscription  figures,  talk  of 
corporate  activity  and  bid 
speculation  ensured  the 
spotlight  remained  firmly 
fixed  on  the  telecoms  sector. 

Telewest  Communications 
surged  19,  or  nearly  7 per 
cent,  to  296’/.p  in  heavy  trade 
of  14m  after  Cable  & Wire- 
less admitted  it  was  explor- 
ing options  for  its  UK  cable 
Interests  that  could  Involve 
a merger  with  Telewest. 

A press  report  had  earlier 
suggested  the  plan  involves 
C-&W  absorbing  the  corpo- 
rate operations  of  Cable  & 
Wireless  Communications 
(CWC)  in  which  it  has  a 53 
per  cent  stake.  CWC  would 
cease  to  exist  as  a separate 
company. 

There  was  also  talk  sug- 
gesting Telewest  could  soon 
be  on  the  receiving  end  of  a 
bid  from  another  group.  “I 
can  easily  see  a bid  for 
Telewest  given  the  current 
climate  in  the  sector,"  a bro- 
ker said.  CWC  shares 
jumped  36'/,  to  754'Ap  while 
those  of  C&W  unproved  23‘A 
to  775'Ap. 

It  was  the  publication  of 
bumper  first-quarter  sub- 
scription data  that  gave  a 
boost  to  mobile  telephone 
operators. 


Orange,  which  said  it  bad 
gained  a net  370.000  new  UK 
customers  in  the  first  quar- 
ter of  this  year,  taking  its 
total  UK  customer  base  to 
2.5m.  jumped  34  to  928p. 
Vodafone  Group  confirmed 
recent  predictions  saying  it 
had  added  700,000  net  new 
customers  to  its  UK  network 
in  tbe  three  months  to.  the 
end  of  March  compared  with 
72,000  a year  earlier.  It  now 
has  5.57m  UK  customers  and 
the  shares  rose  24  to  £12.06. 

John  Tyce  at  SG  Securities 
said  the  subscription  figures 
supported  the  broker’s  posi- 
tive stance  on  the  sector  as  a 
whole.  He  favours  Vodafone 
saying.  "Vodafone  remains 


top  of  the  pile.  The  merger 
benefits  and  global  reach 
puts  it  a class  apart.  This  is 
a business  that  benefits  from 
scope  and  scale  and  Voda- 
fone has  those  key  factors.” 

The  favourable  subscrip- 
tion figures  also  helped  lift 
BT.  joint  owner  with  Secnri- 
cor  of  mobile  telephone  oper- 
ator CeUnet.  The  former  put 
on  54  to  £10.82  while  the  lat- 
ter hardened  5 to  573p. 

An  initially  strong  upward 
move  by  shares  In  Pearson, 
owner  of  the  Financial 
Times,  was  later  reversed  as 
Collins  Stewart,  the  stock- 
broker. pinpointed  an 
uncomfortable  element  in 
Pearson’s  report  and 
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accounts  and  shifted  its 
stance  on  the  stock  from 
“buy”  to  “take  profits". 

Michael  Savage,  media 
specialist  at  Collins  Stewart, 
said  Pearson's  report  and 
accounts  revealed  that  oper- 
ating profits  at  Simon  & 
Schuster.  Pearson's  newly- 
acquired  US  publishing  busi- 
ness, for  the  period  January 
1 to  November  27  1999  of 
£5 4m  "were  significantly 
below  expectations  com- 
pared with  the  £157m  for  tbe 
full  calendar  year  1997.  This 
produces  an  element  of 
doubt  on  the  core  basis  of 
the  division's  profitability.” 

The  analyst  conceded  that 
the  1996  figures  were  based 
on  just  11  months  and  that 
December  “is  apparently  a 
good  sales  month".  But  he 
said  the  ability  of  S&S’s  prof- 
its to  rise  from  £54m  in  11 
months  in  1998  to  an  esti-. 
mated  £180m  this  year 
(Including  cost  savings) 
must  be  open  to  doubt  Pear- 
son shares  closed  a net  40 
lower  at  £13.65,  having  hit 
£14.25. 

It  was  a lacklustre  debut 
for  AstraZeneca,  the  newly 
merged  pharmaceuticals 
giant  that  started  trading  in 
its  new  form  in  London  and 


Stockholm  yesterday.  Recent 
buying  of  the  shares  by 
tracker  funds  ahead  of  the 
merger  yesterday  prompted 
a wave  of  profit-taking  that 
coincided  with  a dividend 
payout  yesterday. 

Dealers  suggested  much  of 
tbe  selling  had  been  trig- 
gered by  a more  cautious 
medium-term  outlook  by 
some  analysts  One  said: 
“The  uncertainty  over  the 
expiry  of  some  of  the  compa- 
ny’s key  patents  including 
Losec  [the  ulcer  treatment] 
in  the  next  few  years  has 
raised  some  concern.” 

Talk  of  impending  corpo- 
rate activity  at  Glaxo  Well- 
come saw  the  shares 
improve  56  to  £22.14.  A sec- 
tor specialist  said:  “Glaxo 
Wellcome’s  current  list  of 
drugs  is  not  enough  to  grow 
the  sales  base.  A corporate 
deal  is  clearly  needed.” 

Dixons  stars 

Electronic  goods  retailer 
Dixons  Group  was  the  best 
performer  in  the  FTSE  100. 
the  sbares  appreciating  111 
to  £14.16  boosted  by  over- 
night strength  in  US  internet 
stocks  and  a prediction  by 
retail  consultants  Verdict 
that  spending  on  electrical 
goods  was  likely  to  rise. 

The  profits  warning  from 
former  star  performer  Jarvis 
knocked  the  stock  to  levels 
not  seen  since  the  dramatic 
falls  in  markets  caused  by 
Asian  troubles  last  October. 

The  facilities  management 
and  rail  maintenance  group 
suffered  one  of  the  worst 


performances  in  the  market 
as  it  lost  almost  12  per  cent, 
or  64'.t  to  478P- 

The  damage  was  caused  by 
a series  of  downgrades  by 
analysts  after  the  company 
said  it  would  not  meet  expec- 
tations for  the  year  that 
ended  last  week.  Down- 
grades were  in  the  order  of 
11  per  cent,  with  joint  house 
broker  Peel  Hunt  coming 
down  from  ££2.7m  to  £56m. 
while  Charterhouse  Securi- 
ties moved  its  figure  from 
£5Sm  to  £54m  before  amorti- 
sation of  goodwill,  estimated 
at  £47m.  HSBC  moved  from 
f 62m  to  £55m 

The  factors  behind  the 
warning  were  not  expected 
to  continue  this  year,  and 
analysts  were  not  signifi- 
cantly downgrading  fore- 
casts for  this  year. 

The  sorry  performance  by 
Jarvis  contrasted  with  the 
good  day  enjoyed  by 
WS  Atkins,  which  operates 
in  similar  markets.  It  gained 
27A  to  437,.4p  after  a series  of 
year-end  meetings  with  ana-, 
lysts.  Henderson  Cros- 
tbwaite  has  upgraded  its 
forecast  for  earnings  per 
share  by  7.5  per  cent  to  23p 
for  the  year  just  ended. 

Dealers  in  publishing 
group  Reed  International 
were  braced  for  a tough  ses- 
sion today  after  an  announ- 
cement after  yesterday’s 
market  close  that  the  com- 
pany bad  terminated  talks 
with  its  lead  candidate  to 
take  over  as  chief  executive. 

Shares  in  Monument  Oil  & 
Gas  finned  5 to  47%p  after 
announcing  it  had  been  . 
approached  by  Lasmo  which 
last  week  called  off  its  pro- 
longed merger  talks  with 
Enterprise  Oil.  Lasmo 
shares  eased  a penny  to 
I27Jip  while  those  of  Enter- 
prise. initially  rumoured  to 
also  have  an  interest  in 
acquiring  Monument, 
improved  5‘4  to  364?<p. 

The  agreed  £43.5m  bid  for 
Tie  Rack  from  FTangi  Invest- 
ments of  Italy,  valuing  the 
shares  at  43%p,  saw  the 
stock  climb  7Vi  to  42’Ap. 
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KUioobOnkB 
ISfJ  liny  Ctmo 
is*  locmstexj 
26%  17  v Cwtoer 
37%  Si  COM 
70%  SftGaC 
36,;  29;:caxs 
8b  JDQmbOXi 
ia%  TjTCUrai 


13  !2  » 8174  59*  M*  59  -% 

ijd  )4  !•  xn  ure%  a)'  85*  -i 

061  II  I H2  7,T  7ft  7ft  •% 

248  4 1 21  57  60ft  8»b  W%  b 

040  II  5 29!  Z?%  r,'..  2?%  -ft 

1®  63  17  23GB  29ft  3ft  5j[  -ft 

<114  >)2  5'  4119  Tttf  71%  73%  ’ 

19  3210  17ft  17ft  17ft  -% 

071  11  2751096  48ft  66 ft  67%  .* 
X 4377  a/,  6 6%  -b 

066  21  I*  USE  Jib  »!(  30*  b 

0 73  43  II  USB)  17*  4Mft  16*  -1% 

OI6  06  S 1799  79b  5*  5“  -b 

> 006  08  It  JIB  lib  II  l|,‘  -ft 

l©«  73%  72  73ft  ft 

0«  6 7 27  13, i Ub  13,*-  -ft 

162  55  12  19£  X%  Bft  29ft  •* 

756  74  A i02bO1D2b  llffb 
150  44  6 665  34%  33!(  33ii  -% 

740  72  S3  102b  107*  ICC* 

1 44  IT  37  22X  117%  115*  116ft  1% 

I OX  91  10  IB  Uift  1(0-  10* 

13)  10  10  9 X*  20b  -* 

02  07  IS  *09  34*  3*  14  j- 

06*  I 1 <28569  60  * 60  60%  -* 

016  05  37K  10,;  30b  X*  -ft  ! 

1049  ^ 3^  -ft  | 


a s ’S  .< 

% 

se  $ ^ 


ae  a x 

% a a, 

IS*  1S%  15 


2S%  2S(>  lb 
ten  X -lb 

»si3 


SiJSiSi 

Zb*  25*  25% 

Sis 


60ft  50%BlBM 
12%  10%  Mil 
a 30*B69li 
\*a  18%  Mg  A 
39*  Eft  Boa 
*3%  X*  BaemA 
ft  %Bta)uHB 
ET 10061560  SoWlt 
2713  2048  Baton 
14%  «ii  BMy  Fit 
SSS  WjBHttar 
tab  «S*0rtHi 

2ru  aft  Bora: 
55*  SISBcMmPI 
id{}  rliBsaa 
6,  4*60BE 
33*  27ASSA0H 

5%  3*  BWUnjnS 
80ft  *7%Hftto 
a*  TIBxhMFl 
% !,:iumw 

7 6*BUr9*c 

9)J  RoEtkdiigr 

51%  40%  Boa 
3*  abawBA 
16%  tbwaom, 
7*  4f  Stovan 
6*  MBMCUi 
37»  Ji%6ocug 
35*  X*  BtoCCr 
5|  JitIMoC 

8 JftBtmcba 
41%  TJSoiSa 
46*  XiiOOKU 
105%  E0%BP4#a*» 
13%  8SG»!A 
25%  2BE%t 

0%  7*BreaJT< 

re%  XU  tags 

30%  2*b  fc»erW 
68  SSbMKSa. 
71*J  XAUtoi 
B&  JftSFPRdM 
ZA  hb’.SSM 
181%  146%  01 
18ft  UBncrCp 


04B  18  a 50  X,;  3%  30ft 

69  5361  Mft  IS*  18  ►* 

1.14  J8  11  35  E%  30%  30%  -% 

ox  i8  aiten  sb,:  x%  36% 

006  04  1564  bM*  14,;  14U  *% 

180  1A  220)05  71ft  a 70%  -1% 

128  30  I6I1SQ6  43ft  47%  43  -ft 

t®  *S  3B8  18%  »*  18ft  -S| 

OS  3.1  10  911  18*  10ft  16ft  -ft 

280  22  16  33  121%  119  lUft  -ifi 

0a  14  11  1604  KJi  SI)*  52*  -IA 

073  1 7 11  421  19%  19%  19%  -ft 

W 4S  3Vft  «ft  30 (■  b 

OIB  1 I S 13550  16-,  #16%  16ft 

9 « 9%  9%  9% 

0«  18  9997  Z[J  2A  2ji  -% 

1M  16  2949  ei|  8*A  -1(J 

116  IT  60  3981  61*  66A  «%  -A 

076  ID  21  1574  37A  36ft  36*  % 

081  ID  S 3225  #49*  *7,',  A*  -1% 

1D2  76  S 20*  <0%  »%  J* 

472  9 6 714  7 * 7%  7%  ft 

0*7  111  M 8*  BA  Bft  A 

060  IJ  11  2332  46%  45,:  48*  -ft 

QD4  ID  X 1237  44%  43,1  <3%  •* 

014  09  X 6788  3BA  37%  37*  -A 

144  ii  10  2S  15ft  15%  IS%  -ft 

184  30  2713814  52%  51  52%  A 

71  I0f»  10*  M* 

0 78  10  317109  C%  Cft  «% 

024  1 4 33  1038  f7|J  17%  17* 

09!  30  It  182  31ft  Mb  30ii  -* 

0*0  1 1 18  4 B!S  JSj}  35i.‘  -A  I 

7 >W  ft  ft  ft 

27  I 72SM  72DOO  72000  7D0 

27  ffl  2384  2JS7  2357  .3 

W 11  W 23  11*  11%  11% 

47  8(09  S4%  52%  53*  -l|i  I 

OX  ID  2V  *311  t8%  *1  «A  A 

OX  93  5 27  28*  S*  -ft  , 

58D  93  9 5*  ifi,  KSb  -% 

3737  a:.'  8%  lb  -* 

3IM  4*  M%  4,:  -A 

on  26  « »%  a,\  ab  -%  ' 

DM  03  E 4«  »%  aft  S',  -ft 

a 2363  reb  77*  73*  -2ft 

DM  24  Ml  41  I 4,1  J, 

0*8  09  2689  55%  S3A  «*  ' 

10)  49  17  » 21%  71%  21%  -ft 

0»  82  a J*  9%  9* 

056  01  *84  8%  C*  6li 

ISO  52  HD  9*  9!<  9U 

100  21  77  i<34  46*  «»%  48,'.  -% 

<LS  10  16  209  27(2  77%  27%  -% 

5 X 152  to)  Ki  9*  9*  -ft 

17  570  5*  5%  5* 


8A  T%C#hir«lA. 

a*  4*%o*w 

& 17b  MCA 
18ft  10*  QMbo 
n Ujitnaka 
i*U  libutouk 
27*  19fi  Goto  Hrt 
21ft  15*  Cmscc 
51%  SCmqi 
51%  K%CtoA» 
74%  52%  CrgCa 
29*  i6,:couor*f 
toil  21  Count 
3%  2ft  QaaBaR 
Jt%  M*<M«t 
24*  <9%Gndk 
28%  Zb  teed  PS 
n 74%  Onrtnl 
25,’.  19%  tea 
Sift  44U0BE6 
89*  MGQI6#PI 


nftcate 
lObOnSkR 
piemen 
9%C"#B 
11*  G00Q1I 


Z%  Mb  tear  TW 
«U  5a*tawAi 
26%  16*  teas 
w%  21ft  Cota  I 
61*  4**Cte 
51ft  36ft  CM** 
3ZJJ  sftGuurtr 
37%  abteflCB 
82ft  HCkCOuA 
Bft  7 Gta 
31*  a,;  gw 
16%  id*  oortri 
«A  Ago 
2i%  isftooreferiK 
X%  26%0te04 
*>%  34ft  Canto# 
12ft  IlftCHtaS 
4J%  31CUtoW 
I2U  IlftCVtoli 
58%  42C9S 
10%  7%GHVSU 
19%  9%  CfpAire 
r%  i9*a«r$ 


1.10  12  33M9t4  «A  93%  Bft 

<156  51  54  lift  II  lift 

IJ*  19  19  150  X M*  14% 

050  60  74  8%  6.*  6% 

068  107  183  6/.  6%  #% 

049  82  116  I 7%  H;  •' 

030  15  16  313  S3?,  S2j<  52'.  -% 

DM  04  52  636  19,*  18*  19,'#  A 

010  06  re  am  17  16%  16,;  3 

14*  23  16  ra  a*  62%  biA  A 

U®  49  6 IB  12%  12%  12%  -* 

OK  31  f 108  20%  70  2D%  -b 

21  13*4  2Sft  ia».  Mb  -ft 

OJ  nP2  31*  30%  30%  -S 

03  34118*7  31%  S%  iMj  -‘A 

Ml  1479  58%  56%  3)1;  .2|i 

03  13  250  1J4»  19%  19%  -ft 


6%  l'bWH* 

50*  «*%  fViffl  1 

osj: 

74  71  htogrSP* 

JJft  ZCh&tB 
)%  itnrpac 

*6li  ITuBrf 
S!i  n HreDlEa  I 
|1t  JiPVPUi 
44,'i  *l:W'5 
S*  ZAftjoor 
17*  15 

43*  S,MWi 
59*  rewtG 
Ttb  Zi- Fib# 

S6*  Sl.Fba 

Jib  TTbftTUWi 

9£  8,1  tatt . 
39b  3*%TurW 
14, ’ Ilft'FcBOlm 
!D  Zhrfrt 
«S  50b(H 
’5,«  >J£  fraiu  Cm 
18*  27FMdk< 
itj  5<%Fn8% 
115,  9FW6A 
13b  9bM*C® 
2S‘i  irftfrMflii 
17[I  9%  FiOdHri 
5V;  2*cOTr 
19  10%  FitaJBo 

iSOlU'-httMJ 

17%  n%F<roi 


job  ran 

8*  5'AtKrt 

sob  franco* 

17%  llAtetEq 
SI*  (iftfiafcf^ 
H%  «%U#UU. 
70.’.  60*  0ns3 

iilfi  K,.6te 
25b  ZbnlmiiC 
84  * 50:2fiC00d 
31%  24btaM"i 
42  MttCc# 
;*£  l'A  bmnav 

£,'  Efttete. 
66  * 53GoEpi 
114!.  9* AS na#.. 
I4b  'Obctotor 
84U  74  EMM 

03*  M, l tett 
54b  EAGdttH 
B8>2  74*teIt5Pl 
*•  :«>jSanu 
5%  5*Cto.a< 
3%  iftbnao) 
Si.  Mbnrenc 
X1JJ  JTl’Corfl 
18%  lOteS. 

«2  XftOltoF 
7tji  17*  tea  5a 
15%  13A  Seram  Fa 
18*  IJ*  6#W  . 

91.'  cb&nora 


128  ;.5  11  t57  Ub  4-.!  -1.3 

I 26  I J 47  US)  «=  «-5;  44-  -2A 

eti  # 1 a s S 

is 0 ;j  II  ;rw  Jp,:  jr.i;  2)*  •* 

ICC  29  Uli:?'  3-!i  j>v)  /:,■  .ft 

12!  :»  i w:  a;  jia  .t.% 

"is  n«  r>\  aft  « 

: if  50  ::  4.-3  j:%  v(i 

ow  :«  k .-tm  2-b  :*y  :f~ 

■*  V 5rJ  1iV  lift  li.u 

CH)  ;t  j rv  zb  jrft  >%  .:•< 

9 310  51(2  El  jl 

c .««  11, v To*  jo* 

IM  11  J2W»; ■ 99, > M,:  58* 

OK'  19  i:  2Kf  33ft  ’2";  V*  -ft 

0^  61  '*  f{j  »7,  .1 

DO  L'  S'  >47  51  5*j.  3"!:  >, 

.11)4  ) 7 rs;  IT*  I2A  !.’*  .1; 

t*  04-.'  raj:  ft--,  n*  ..> 

:<E  1*  U K»4  53ft.  E4%  j,‘  * 

IM  115  240  :*!.  14  14ft  .,1 

Oft;  of  is  fti>  ^ ft 

■ M'S  FD*  f ■'.  8#* 

u ow  9*  *;  9j:  b 

re  24(1'  10*.  :■  hi,-  -H 

PE  1 8 8 7*8  16%  l.'l,  i;i,  !i 

l«  I6T6  15%  :4*  14*  ■* 

Oil  -3*  4ei06«  51  49b  »];  •{* 

5 n.v>  nft  to*  «•*  a 

MB  12  9 Eft  irb  IS>-  IE7'  % 

P 12  0#  11  1®  Ub  li,’!  lit  L 


I w Ji  :i  471  ”*  4Ji*-  «*  % 

5 BE  7b  «*  7 .ft 

1 88  J 1 ftj  SS56  «>,:  j?7,  5i'i 

US  *1  *56  11'  ll!.1  li’i  .ft 

«»  06  X J9,;  42i  -I* 

IM  13  IS  2H  46%  *il,  Jtb  .tb 

0.91  11  )7  4591  62b  6l(!  62%  ft 

II  1 9 nr  HITT'  ML  .11.  47'! 


ft"'.  j'6lr.  lEtni 

->u  i#s 
.vb  '‘•VmJtoy 

I»*L#JPH#I 

.r  2l)ftL«JHtoUJ 

lob  2C*  LlDr» 

?%  *‘1  Lim»n  R S 
35*  ftj*  1 nfmf 
«!.  -.3%l#iP(, 
lib  h LlUSrt  I") 

44ft  El-Lurte 

.Nl,  ?lbLr»jr.. 

J>*  SAliEwrt 


I7J  5#  17  isro  Zb  lift  21ft 
2B1C4  #36  42*  3Sii 


" 44-4 

are*  #36  42* 
•6  J13  I9H  19b 
> 2:4  »1,  2Sft 


r 34  6 5 15  99  20* 

000  22  <1  T61  ftl* 

ET  5% 

n M 01  CP  I5J  34(! 

1 5u  ll  4 •'  63"  15% 

040  57  II  173  ;tj 

?l  1652  47,: 
39*7  aa 


#36  42*  35ft 

I9U  19b  19%  •% 

31  ft  251i  ” 

20*  <»b  20%  % 

ft7*  »•!  Z*  -ft 
»%  S 5%  -ft 
m ! jt;.  ub 


up  j«r; 

63"  15%  «1?>.  13b  \ 

173  ;v  ; r % 

1*52  47,'.  42  42b 

9*7  2t!j  2?,' t 3 -* 


J*b  ZBbPrtlla 
144*  IM,:  Ft* 

Eft  ^F6S«4 

oil  sijktoWt 

61ft  41%  Plato 
30  19*  FMSrtdn 
S5ft  MRBton 
63b  M*P)fcn8, 

Jtft  DH.PIXP1 
7*  5ft  PWW 
9b  tijPte#- 

11%  iota* tu 

36b  a%(MDn«s 
lift  7b  Rar  1 to 
24%  'i  5*  TVOTS  P 
43%  3SUPr*Kkf 
18%  20% ROM# 


OS  14  a 19781  aft  vH  38ft  -ft 

068  06  63  3102  107*  HE);  i*A  -2% 

027  65  13  172  4%  3*  4%  -% 

0®  25  47  110  E!l  Eft  32ft  * 

088  08  12912  141  } 139>.  130^  -2* 

in  56  16  37®  31ft  31 A Sift  -$ 
106  18X3891  Cl*  fflb  41%  ft 

2®  40  IS  1241  51%  48*  49)1  X 

068  30  n 168  Zft  22%  £*  -ft 

17B  58  I55D7*  X%  34*  34ft  ft 

082  10  2*  4101  Bib  60,'i  01%  -<% 

IX  28  SI  3953  *7%  47ft  <7%  -ft 

DIS  21  W 2U  7%  7%  7ft  -ft 

034  28  12  343  9%  9 9ft  -ft 

0«  45  12  21  10*  18*  10*  -% 

• X 41  17  219  35%  33{!  Jtft  lb  . 

012  IS  I W TJ?  7(3  Tii  -%  j 

tUZ  04  B 171  16ft  »ft  16ft 


XX  ab  Tewarm  180  78  re  w v 

»*  393  Terete  “’iw;  ■ 

*5  4ft7«*?‘  OJO  u in  * 

17%  1ft  Tend  ^ 

lift  6%  Te« Tac  Jj  * 

ui  ,1 Tboc#  I ® 32  *5  BIX  67, 

s!k  tt^s  Tcaa  M OX  ID  S 501  3) 

111*  XibTUol  • OJ*  03  2WI  Ml  Ik 
59%  aClewFM  040  08  21  ad 
47ft  40,:  I OB  2J0  55  14  8*a  *!; 

16X7141  70 
3*  Tto  Cm  171  4, 

7»  rtiiSreSi  a37Ui(«  Bj 

17*  5 Iterate  1|  1®  7j 

iaar  »uisj 

48%  J7,:Tton6«S»  1 17  38  a 1847  Vh 
lap  UftlterasH  0J0  15  17  9*  19j 


OM  A2  1?  4*9  S,i  27*  27% 


0.911  1 1 17  4591  62*  61(1  6f»i  ft 
01]  BTCISIE  ME-  t7l>  <!■  A 

a 312  2'ft  Cli'-.  J).1:  % 

Jl  7(Ot  74  715-  nil  -l* 

0®  U a 216  25  2iy  J4!.'  -ft 

-•*!  r,’.  Jl*  r%  -b 

06"  33  B :«K  Mb  ir*.  17}; 

I F3  5J  88  31, 1 Jlft  31,;  .% 

OX  15  Z 1730  67*  K 66,1  •),£ 

l«ti  IT  »--49i:  114%  112b  111*  ii- 

ox  30  6 Mb  1.1};  re,; 

•TO  TB  3 5141  .-ft  re-i  77%  .* 

2«o  Ti  nrure  reft  a;,*  x:  .3.; 

7)  VS  V.\  52*  lift  -A 

19  676  H-  «•:  SS,  .% 

0*29  r-A  11%  K-;  ->| 

I!  191  6*  v.  **  A 

J UK  Jl?  -%  6; 

179  15%  15  1%;  .,»  ; 

104  3 6 14  131  s,i  mi  :•)£  -i- 

oe  ]u  nno  nft  w;  ia;;  % 

100  i;«?J!M  re*  rv;  tbu  i 
032  I*  K 416  3“  *%  3b  % 

741  2!  i;!;  L’b  12* 

040  IT  7B  57  13  !?*  II  •% 

46  3 6 6 t 

020  i 3 IM  8%  6}!  Bf* 

0E1  10  fliea:  K*  48.!  -9'-  8* 


TE'-.  26,.Lr90  Soon « 03  0 7 21  M2  X[J  1S]t  5% 

S‘7  IS,*  '.orjPI  8 36  1 6 16  1777  19%  3% 

62’-  U>:lnai  OX  06  11  6356  oCft  61 A U% 

27 if  WblrtrarG#  0«  OT  3 IIWS  r“  Z%  aft 

Oft  *lu,#at(  DT5  OB  11  & 10^  Xft  Xft 

3%  1 ‘ uorte  0Xi)  05  49  111  J%  3%  -1, 

Ub  12%LM£j)S  1J6  106  671  12);  Hji  12% 

i?%  47*4  Lteir,  G 0*  1 7 64  Sri  Si  ft \ Sl7,  .1% 

97*  74,1  IC»  092  1 1 44  9219  86*  55 ■}  * 

.toft  >*teu  032  il  10  2*9  IS*  15  15 

£•*  21  blUUU  PSD  15  4«7l9<t<l%  39%  41  -1ft 

KS*  MiUteS  2 23  IT  \9  7*08  »b  96%  2 

15%  ITjiiraNM  2 72  210  270  13  l.’i!  IT|} 

.’i.;  i)*re«toe  ore  07  re  w X*  »ft  xft  A 

‘/s\  Lnon  It  « Si  55A  55ft  lb 

Mb  »%  ut®  045  14  ir  840  J2%  Sljj  JiJ*  -% 

2%  ibllifUNl  075  X6  J 174  a?  Itl  3i  -£ 

i]  V*IA*MI  0®  it  IJIIS95  36%  36ft  »b  -* 

3ft  *Lom(0  I « li  ll.  l£ 

104*  72b  ttoe  1 00  1 4 l8  2994  73%  77*  73%  -% 

l<*  lO%ltoSte  504  13%  HA  n|;  •% 

M*  TBlrttoOwi  056  IB  18  618  a*  »ft  Eft  -ft 

12%  l0.’lMMniF.  608  0 7 4*3  li*  lift  lift  -ft 

Xb  17%  EaiaP  0 56  3D  tU  10ft  16%  18ft  -ft 

56%  50*  lam  012  02  45  8256  M 61#  62,*  -1* 

) SEWS  017  11  W S%  5%  S', 

X%  IBLCr?  ID*  4 7 IT  10W  ZA  Z%  S,{  -ft 

13*2  DUV1  ite-  DM  50  73  208  16ft  16b  '8*  -ft 

M truuanlte  ooe  01  K52^3E  l£4*  55,'  «“  .5ft 

• I1;  9b  liwaa  0 09  0 7 <9  toll  1}  l.’ft  IT#  -% 

17  i '*lim»?  33  194  9%  Jft  sb  -ft 

15b  12};  l«kS6P  0®  75  IS  1745  1 3%  #12*  12*  * 


18%  !0%Pk»li 

re*  nna» 
nft  eoAFtonO 
32  a ; »*aft 
3 Jft  abmnret 

aft  i7{iPiteiB 

29%  24%FkteOto 
S3)l  ®FMGp) 

a;  CflBBB 

j oft  Pure  wo 

£%  is#  mao 
StlJ  aft  Pfciare 
Sb  l»%Ps««ter 
0%  6,;  PotrB  U 
18%  <3%  PllH} 

74  Sbreere? 

39>,  rbFim* 

X>2  TIPOEF 
a,’.  24%PPV 
J8  3?  Bn. 

«b  34%BtoteX)> 
36%  fPiraaip 
°i;  <}  J Hire#'* 
77%  187;  Bsat 
101'!  BJPnuC. 
174%  iiSi'.Pnreri 
38%  3*  PnuuH) 
V JSiBteCW 
Oft  S ft  Maori 
44%  J1*FR»Cte 
118,'.  69*  Pite 
40%  351'lKWBi 


16  496  * 57  55A  5s!‘J  |5J 

14  i:  840  A 9i|i  Jij*  J. 
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33*  37  15  59  SB%  >»l%  90,'.  % 

Tito  Jl  a STW  Mb  £6%  66,;  * 

«»  0 7 1‘i  1713  *lft  *1  »lft  H 

1 80  4 7 41  642  N*  *37|!  37|;  -lb 

2®  SS  1:  51  J*!’  lift  to  ft  .« 

**»  'O':  9,!  9*  -% 

1 a 1/  u rn  35%  M,:  »!!  -,; 


nbtoAGra  3J4  is  t?i  1?  i’lb  n£ 

rjtenSre  04*  15  6 ’?*  K%  =%  E'j 
'.rttaan  vm  i<*  it/.  *s% 

4ftMHl£lCl  Oil  40  EJ  S3  10*  ,o)j  10% 


t?i  ic  s”b  n£  -b 

17*  K%  =%  E'j  Ij 

•Tn  It*  161.  w.%  Jj 

S3  10*  10J.  10%  >b 

TS  I*  1%  l'i  -ft 

598  V.  3%  -A 


IN, SECTS  (Pan  European  Sector  Indices  from  EuroB^nch®] 

m M-SECIS  - wn  Eonrere  enttt  sees#  ntos  hm  Emtern*  - c<y*n  «/  ej«  t^ja  ^*5  m can  mhos 

Derate  to  ho#  pecB-iawfUfeiSi  Ttortn.  tto  «*fc£5  -B40y  re?rec4  “*  otp  5ecar  nnd  umt;  7e  cwikdc?  c:  etc-  ersir  1 
toes  kSi  bwegtotaniBroRi^C  ^jn  emntepttre  * KteiBl  owreig  mtanx  fitpisifeaa  «do0  cTa-.ij  te 


Mv 

Fnrita 

Otel 

awn 

aws 

u 

teS 

U 

ONTO  153? 

cauj  | oss 

S'riAPM 

CV3 

MO) 

Sbroa 

«B 

iff 

*35 

featOS 

IS 

BU 

ehu 

CI.1S 

1'  - 

-fii 

tefuS!) 

aa 

BS» 

303 

T.mJl 

•iju 

•5T? 

■pc! 

pzsoi|SSC& 

ts 

DU 

nos 

w 

•£S 

«.3 

a=-r  ■ 

Bd 

eom 

a 

DHX 

BBS 

*r=a 

-H 

y 

bi 

am 

oa 

IBS 

IOUI 

*3IJ 

■)S 

r*r 

fxoeBciSS, 

s 

TOI 

aa» 

urs 

.it: 

rs? 

uH 

I IThbS 

ISI 

K&S 

mu 

TK3 

-zu 

■ll 

#-.? 

35 

S* 

iDebSEI 

a 

nu 

rr*n 

«^3 

-Eli* 

ftecCS 

d 

BU 

tS»3 

*•- 

<± 

■£? 

s to  ndecestoi  via  rowta  based  * anfisft  Ml  rtomawj  w w tH30T?  ffld  tOTSK”  z 
VffKflnUBECTUflM  red  WNKBJMBBCHjGOIL  A to  itfir  Eirafl  smao*  ® 5WSPW  ft  ^ && 

ntf  pnfcaow  ad  pnrta  ImBte  bndUES  ofl  ♦ 2 z SOS  S48]  v ra  + 32  2 H9 1 2» 


ad  18.1  a*  t*  • 
10 

1%  %«?SJ 

TT%  29%OI1W 
CS.i  21%  tool 
16*  8,iteCS 
3%  21  L-rri 

)6%  Jl  n » 

HI  15  retire 
■fift  i8«£Ote 
Clft  IS!;  ttort  ft 
ISA  29%SS5P1IP 
17ft  ACltM 
IE  ft  :ob  «s 
10%  WiB9) 

24%  -t*»»lFspT7 
f-  jvrt-Pef 
S?%  44%  tte? 
3F.ft  isbfSta 
5.L  SA  tanftii 
16,’.  iJbfcttsn 
:%  1%  k*u 
to};  ii.*;  isi:* 
!9*b  wib  w 

«S%  3*b  UP, 
IX  ! SStotor. 
41%  TSht*Qv 

80*2  CSlJreji* 

37ft  27*Z»mni 
37  31  aaecalr 

37%  3d  Kate 
ub  iftrema 
aft  i4%rfiteT 
ii1?  8%a«ikn 
ISP*  lift  M into, 
lift  J-jpn-pG: 

’A,  7-2^  V-X 
a%  lift  mb  be. 

IA  17%  Ml  ton 
if-*  W%6 diW 
re*  a btb 


0 it  01  p :• a ip  A «in,;  :8b  -, 

0 n W*  t!  484  IT  5b  !}.’  1 

»31  % % l!  .. 

'122  1 1 -"tap  25%  74%  ?4'4  -<I 

OS6  T?  13  ec  ;»b  2T,  24b  •* 

O.f  12  2776  I?!!  111.  13,'  ■ 

121  5.'  12®  21  j:  21  *.  ii.-; 

2l»  S6  1*  TI3*  2?b  x;  !7l;  -! 

•0  wn  .s’;  >v.  15:2  -,; 

J32  ::  1?  f'i  iv«  ’)!/  6,-.  1 

Ij  97“  ir.l  lf-b  lb%  -J| 

■)•)?  37  c Era  n.  r}!  n:;  •}. 

117  :»  x itb  :r,:  nft  .■ 

'240  13*  :ib  IV.  -i 

OH  CS  173  *,  .1, 

Goa  so  15  in  fi»ft  wa  -.; 

40  vl  JS 

PM  'T  16  !S?S  Vft  M%  Sift  I. 

1:  wa  a::  m;;  .! 

1112  6%  6ft  6,:  3. 

PIT-  20  1!  E 1?*;  Mb  12% 

4?  #f  T 7 

i-i?  ::  fci  :a..  i*..  :e*r 

(PS  "5  JK-Ifl  IK#  HJA  l**J;  * I 

132  * ? 19  ie:j  »!.  >%  ,; 

e-«  im  13  -ift  aft  - 


**,'!  41  b *i'i 

S a Si) 


a 16%  tea  0(0  js  12  a*.  1;%  1?%  i?% 

44%  27%  lfar*ri  - 4021  **£  41b  *3>l 

sc-*  *o%  sea  «'  2ni  si  41,;  49,: 

J,V!  Tt%  toaus  Ha  » 1062  A 73*  a(] 

ID*  7*(von#G  39  2B5  t’-j  .“7;  »% 

S-.  EbtertiPwi  15  93"  24}!  24%  24 x 

4ft  Jft 0e»  to  W PM  1*4  1X1  4%  Ift  ift 

39?  nan  :•  is  ?»  m*  re1-  20% 

53%  47*  UJtB  TX  41  15  6?I|  4?  48!!  44* 

14ft  lift  ton  G-pan,  IK  87  3(s  lift  iij;  12,1 

n;  Ifertrt#  04?  44  S IM  10b  IPS  lip}! 

Sfito  33,'itow Jt»to  1W  *«  IS  TTJ  X%  Kb  »■},' 

HV  27%  81  (tort  oa  I*  11111*1  77%  KTft 

*>(]  23b  fewHPrt*  41  7781  n'j  fib  33b 

fn%  to,;  KcHb  OK  T?  13  DU-i  i?b  4513  4t>,4 

m fi  t bnirtaa  040  I 7 IT  2?,:  UTJ ft  “h't 

2ib  WStonw®  si?  oi  ~w  an  i(%  iti;  t*y 


2ib  wStotom®  li?  oi  ’9  ena  n%  i&i;  t*y  -ft 

34%  24} J tort AWR  • "07  02  Wi*£7  it's  nft  Mb  -b 

S saiurttu  T«d  5(1  .-0  6t*  #1*  "Ift 

It,;  UftttJtte  2-M  11b  lib  »b  -,1 

a'i  15%MIM  ?•'  14*1  ;*,  :4I,  r*%  l.l 


tes  "t  ik#  iu,i  io*!; 

iv  *.-  it  m:j  »!.  Ts-.  >•% 

f-w  IP  H St  TiPj  1ft  ?Ji 

ip>  23  Win:*!  »*  63ft  «!i 

"M  69  Z1  #13*  13%  H"  nil 

:■  as  ii  to  :*=  3 jft  to!!  Hi! 

ti)  u k so  lift  jift  ji,; 

T®  75  21  S3  2?b  »■;  Ittl 

T»  9b  9ft 

C’?  «?  13  1549  ;*!J  14%  14* 

«■  tars  7% 

iM*-  i.).  ,;i.  i?,i 

TW9  Sb  j.1.  «•• 

J!  *a  r-;  u-j 

6rt  2?  IS  17J)  77ft  ?<*  Jfft 

154  s;  19  l(ft  17,1  l?% 

0*  J’  «fi  >«!;  ,*;!  ltj; 


<6,1  iV.ttfef*# 
TJ-ft  11%IMIM 
6>b  36*»fB. 
adbrv-tod 

li!: 

Jift  19b  DOU 
'•fi  li,:  BX*£*H 
-,■  1904  tot 

r ; WitoAs 
41%  r**r»hy» 
?(i;  al;to.b»K 
Mb  iO*WiFct 
If,#  DbttUI 

rftie*.. 
6-';  JJbflert 

1 'nra.jB, 
71%  V.'j  tore® 

:?<:  n*Ms#ta 

«.  >l*rtre». 


0 48  a*  17  BMJ  iJ%  Mb  59ft 

102  Jl  1?  IM  ;.’!!  r?,!  77*4 

014  is  5 111  "ft  Oft  lb 

il  IG  04  1.73  T-'b  3,1!  29 !J 

11  E»6*  1?  lb".  -.P.,’j 

orti  \i  is  tii?  rJ.i  r-'i  rs’j 

6*  ;p  II  VS  io1.  m,ft  *"% 

010  at  ,5  to?  J5i  »ft 

060  ?»  IF  315  Tift  ?i  ;lb 

nil  i*b  i*  14 

1*3  61  '2  TJT8  ?J»  21%  23% 

ill  ISJ5I  *8*  45%  re; 

4 .-IM  ft  ft  ft 

irf  m 16,-s  to-,:  Mb  Mft 
10)  40  IT  nr.  s*  3b  3ft 
i 6733  1%  1%  lb 


?u  «?bt  ,«tortC*<  o it  o s ?*  61  * ft  y,\  •*;  -iu 


Mb  ICtaGrito  in-  56 

W‘t  41%  iMn  Cain  057  II 

7?,:  23%  PM  Cup  -,0*  4 4 

l.’.i  CtawlU  043  S? 

16ft  9}!  Baw*  M H 052  S 2 

M}>  "*0  II 


57  1 1 16  737?  *9,;  47, l!  43ft 

0*  *4  23  203  27%  2T  SH 

6*  67  II  17%  IJ%  l.’b 

52  S 2 IX  Hift  10  IDA 

*0  11  8 22  lj%  13%  11% 


’s%t4*G*  r ivc  3»i;  ji;:  j*,2  -3% 

.f%  I3%i*toj##rt"  "OP  a*  13  177  (*,;  K,:  I*p'«  b 

<9*  !*  1 iestfi  1®  54  2D29R1  19%  18.;  18,:  A 

at-  SB.lteta*  tins?  mb  r?%  -!f 

X 2-%1'fldKi  12S  *1  13  2288  N%  3*  74ft 


mV  wbiartMti#  ok  a 
» 70*  SoCnt  I®  3 
**'*  2S|l5agfe, 

S3%  3.'%Sojgmi  9 to.  I, 

.■%  4ftSe)toBCD 
S6*  toSSlMto 
*7%  79,*  Sam  032  ft 

*!{  IV.SeLBriri  IM  7. 

■Cft  1lVS.«on5rt  0U5  $ 

.*  I9,'.;te»rii  156  8 

ui:  bii'tewa 

61%  *4S>«a4  na  I 

m>  oil.  bare  a so  o 

JB*  IJftscnt*  PX  2, 

fid  17%  safes  03t  r 

;t,i  iB'jGCBrttt 

13%  rg3fftr**  0)6  Jl 

c,i  30%  artr,  i»  ] 

11%  73/.GH1VM  046  li 

3%  l,9wp 
3%  I6ft3nc>pxrt 
»%  K%S#aarat  I to  JJ 

IJ  I Sprite 
Tn^  I?’ So#* 

a;  7i*»ipB  2 ec  ?i 

si:  7j;a«n  on  m 

2A  1 * Safe* 

??,■  27.4 Sfertn*  0 7?  Cl 

13%  11*  51  Brtt  «,»  0: 

*?%  nUiSUHd  0®  IP 

*2b  Eft  5re am 

56?-  61/. SBfcSrt r I 10  It 

7S|!  Oft  irtter  J rti*  ?! 

T.*  7,-%SP5C«.1  Jffl  JC 

M%  74<:5n»i2an 

54h  I7b  CMtSop 

11*  Eftsna  Kn  3* 

21%  D%5*KKtJi  07?  31 

191*  Q5<;MnWCM.  OB  Q 4 

*5%  TnbMtars  OSI  13 

51%  PJ%  -JVttOx  4 X 3? 

44  41  % loncasb  2 EG  17 

®B  21%  tote  1 44  66 

T»b  45%  SSOB1  nu>  1 1 

a%  23%5BKo9  I to  S8 

Mb  E*S«to  010  PI 

.“i  79%  SW»j-.  08?  ID 

8%  S,:E##«1K8n  074  3b 

2V  li'*rtif»t,  s* 

?,.  5*  SODta® 

*j,‘.  X'lMWI  I 37  4 7 

|p»,:  n*9rttari  1®  10 

toft  mTiirtC. 

■1*  ro  ’.srt 

iu?V  r?bst»6j 
9b  jVJMCnra  "3H  33 

S mftEMIBre  032  IS 

15%  Ililstrte'J)  Did  15 

Cld  1*}!  Sifip-Jd  IT  41 

?•’%  ?!>-,;»»■»  P75  SS 

TIP.  Cl; -jentortn  II?  h,i 

»*  7Jb5HM  'll*-  12 

3>b  E*  jrert  nn)  .'J 

HA  2i%  aaiil}  ■ 11,-41  PS 

re*  «5»eaiS4  «■«  o- 

Kb  ?;b!JGtoJ>  0®  m 

35,'.  25HWfc 

21  16*  SterWPD  048  C7 

ltd  iibsasAn 

il.#  2l'i3feijj«» 

12%  9Gttrt(rt  012  11 

M%  19%  HotoSrt®  "80  ?fi 

#i%  zsb-reu 

i;ft  7];sMrtta  #20  it 

trip  **,;.art»M  "i?  0'; 

121.  6%5wmlbri  o.M  BD 

**f.  fiburtttsi  I 20  11 

4%  sA'trtlregi  n.fe*  OS 

m *4%  zuost  Pri  iv 

Ml  K%5teu 


ooc  ai  210  19%  is,;  10ft  -A 

1®  jt  < ii  a 27%  27,; 

mol  ji*  x*  so?,  -,; 

Oto.  IT  11251E7  #5*”  HI-  to%  -1% 
n tii  <IJ  «!! 

31V,  51?,  50%  51%  .‘j 
032  21  16  *to  44,  * 44ft  *1  ■ 

IM  73  IJ  S46  1»;:  1%';  |j;  -% 

ous  s*  is  iig  n};  11;  it 

156  81  15  7*W  19%  19ft  Hi  ■}„ 

7J  IftlO  V;  9%  9„ 

na  icw  *x  sis  sift  sift  -ft 

050  n;  71  .il*  62-;  062';  DJK 

PX  24  II 16117  ISA  Mb  Ij  .1.  | 

ox  is  jo  to*?  sn,;  znb  mft  -ft 

4I3EI  W,i  «.'M  I, -ft  % 

It  It  I 11-  111  ID  10  .lt 

iju  ij  to®  io;  ro%  inf' 

oj*  17  ii  :i6i  a1,:  JuV  env  -V 

7n  7%  ?b  2ft  ,: 

17  si  19,:  it*  17', 

•X  JB  14  (29  35%  Ui  33b  d 


Toe  79  s iw*  a%  Ts-j  a,1. 
088  IIIS*  2*3  B%  0/;'  7K 

TO  ttl  1%  10  1>* 

07?  CB  in  4 jh  J7I. 

0?  1?  lou  1?b  I?  12% 

0®  li  13  ICS  «»-  4l.i  <11, 

3 low  3e!i  VA  jr,i 

110  16  V4I  .-4%  73ft  rk 

rtw  ??  n 133  71%  a?i  ii 

J®  30  Ifi?  ,-i%  29,’ 

on  jib  tift 

blto  cto*  s.'%  S*f. 

in  34  I05T5  31  J,  .10%  lift 

07?  31  1?  I?J0  III}  iJft  23ft 

OS  0*  x ,VK  *j!  95%  0» 

Dili  D#  nn  Ji-j  *%  -0% 

4 20  3 2 It  45*  45ft  45I, 
TED  5?  el  *3%  43%  4jlj 

1«*  66  r;  III  XA  Jit 

PI*  11  16  1*83  s*d  J4%  54, r 

I to  S«  It  Sia  73%  aS*  fi!' 

01a  ni  a tes*  it,*,  jo,;  w,; 

08?  ID  16  fi?  fi(J  J7%  -/t 


«®  9,  1*'!  it,;  14% 

it  6,:  p, 

1 37  4 2 13  7«2  21%  ?;|’  JB,: 

I®  It  il  Frt  IIK.V  IM  IW,1 

1J.-I9  cfi.-  50ft  ii,l 

PM5  SP*  56%  56% 

» 142?  digs  licv  IM, 
njn  33  3 1?  Sft  -JU  Sft 

032  is  V 8"  21,;  ?; 

DO  IS  t K2  IJJ-  12;  l»> 

07?  * J ,-  530  16}j  It*  Io-1 

PJ6  ss  ■>  •*  :i;  ?t%  m; 

ii?  «,i  « ippi.  m*  n;i 

oi*-  12  i?  m 2?,J  m;: 

PIIU  7-J  9 S 271.  fib  fib 

1*1*41  pd  ?"  n«  a-  ;n*  ;«% 

use  0 ■ ji  ”^7'  -r-ft  &i. 

■IBB  rn  IJ  109  29.1  .f--,  Zi 

,,  a Br;  -V 

o«  CJ  11  II?  I»*  di?7j  17% 

•814  Jl  fb?-  yft, 

77IB  71,’  fiS  fil. 

012  *1  11  X 9V  9I1  91X 

POD  ?fi  II?  fi%  fi* 

1*  .“p)i  ?#%  aft  a,; 

0»  It  ?s  II®  IJU  IJ,;  i;U 

oi?  p'.-  in  rejJ  wij  oi. 
o.m  bd  <1  :«  nft  ,n  1D 

|?0  11  M 2073  *%  Xb  Kb 

"■to  os  fi  4;  #ft  «p 

Pri  IV  17  JIM  nft  w M 

» 20*1  B-]  32%  ir% 


9!  79143*7 

M 71UWIIKX 
•%  *;;  Fiarooj 
33 ; ijjiate 
c?%  ia%  Rttwcs 
«%  77ftn*!rt» 

71  63%vmujr 

is  ULvaeuss 

2?%  ?1%w«ri. 
594%  El 7b  OrW»HB 
4S*  3i;;iteuAa 
19 '4  !5%'As7AEal 
Kb  M'S  trzxii 
26%  mtWiBai 
62d  37,.  antes 
(7%  -vA  Karat 
a !i.;«KaiOp(i 

id  iftr.'trtmS: 
61%  EVOtliB 
1 1 *i  Sb  fc<3ro" 
Cb  JThKrasF 
30  71  i-r-V 

tHL  -*i !!  Xrft  L> 
31|i;  l'4«R=4tft 
rft  ? * iviosjf 
?5  ICOTU-ft. 
33;  2)%  Sc;  Sn 
Wlp.  3^4Kc.t»! 
21%  i'[!*W4tP 
30%  fijj  ACaCW 
fi  4=.’.llf1fi 

57 

r„;  Ki-tun#, 

231;  16%  Ware* 

T7  14  * ftp#  K£ 
Mb  Jll'Wji#", 

41  .1  '4  BO.T-. 

C%  Si%aaw<e 
p%  »vj»- 

v.  «{:  urc-ijt 

x-iw-tci 

l?b  li'j'imtM 

I’ ft  73.‘.  =90.1 
)%  i :u-i00 
19,;  U-jS'Jcc 
13,;  - 1 % onx  cto  > 
11*2  uttowei 

e*  ?-!'4iF:fc 

1-WV  Wftfc^Sn 

101?  ?*'«J"Vr-a# 

fi.i  i6>;lVDn.0 


m 8%  «b  9b  -% 

I to  24  13  2607  82f!  Bft  Sift  -% 
030  1*  19  113  21%  lift  21ft  -ft 


030  1*  19  113  21% 

231  5% 

013  03  25Z319  27 


“it  “tt  > 

Sb  5%  -% 

» »!;  •% 


UIJ  V4  OCCJU  tl  46  .-1 

064  3*  I’  1367  19  IB*  W*  -A 

040  44  *811939  97,%  9S%  B?  -3 

OtO  IT  #127008  06lft  66  Mb  -} 

0 28  21  19  321  14  on  Ub  -c 

120  S4  II  498  fi%  fil*  SA  -,1. 

570  1 0 12  61  57?:  fa  HP  -5 

0«?  24  1411352  3,;  3%  38,’,  -1ft 

1 17  6D  14  797  Wt  16%  16%  -% 

CM  01  16156  <&;  47%  *%  -1% 

0*8  71  2S9  2Pe  3 EJb 

3317394  tl  tt\  Kii  1" 

3jS  IS  7 677  lift  13,;  14 A >% 

8 IS?  fib  71%  CT* 

ISA  13  If  fit  3 Jtjl  ai1. 

ICO  28  17  ‘*4  a*  3S-1.  sS  A 

076  *0  It  ?31  3h  s%  I!;  -A 

a:*  :o  312IT63  n%  r,;  r%  -% 

IT*  -38  73  177)  MV  Xt,  sft  -% 

0«  26  46  Kii  rft  3C!J  .ft 

71  I5S  » 19%  I9'«  •% 

US  ri  C%  ?}!  -b 

023  JS  564  toll.  t 8 -ft 

: n jo  t.fii  3.;  a*  s% 

153  ip  13  in  *a  xb  3"!:  -A 

ift  JJ  -9  ;-47>  £%  r.l  SA 

3??  3^4  23):  7j 
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Yugoslavia  ceasefire  call  cheers  investors 

uurwi  n nucnumu  ^ The  relatively  upbeat  rose  a hefty  2.4  per  cent.  The  row.  according  to  Klaus  Howdle.  European  strategist  modest  1 per  cent  advance.  1 - 

- mood  persisted  throughout  euro  reacted  equally  well  to  Baader  at  Lehman  Brothers,  at  Salomon,  continental  According  to  Credit  Lyon-  H A:lli’|*11¥yiC,: 

European  stock  markets  the  day  despite  an  unsteady  the  news,  rising  almost  one  The  macro-economic  out-  equity  prices  will  come  nais  Securities, international  III  II ll~  1 . 

.t  . . « . L1.1 I.  .1 J. 1.  i I#  t..  In  ftif*  novf  fnuiictnrs  hflva  dnunlod  fholr  ***  W A ■ 


WORLD  OVERVIEW 


European  stock  markets 
closed  substantially  higher 
yesterday  after  investors 
cheered  Yugoslavia's  deci- 
sion to  call  a ceasefire  In 
Kosovo,  torftes  Bertrand 
Benoit. 

Europe  had  emerged  from 
the  Easter  break  with  some 
catching  up  to  do  following 
Monday's  strong  run  on  Wall 
Street  and  a good  overnight 
performance  by  Asian 
bourses. 


The  relatively  upbeat 
mood  persisted  throughout 
the  day  despite  an  unsteady 
start  in  New  York  that  took 
the  Dow  Jones  Industrial 
Average  back  below  10,000. 
But  news  that  Yugoslavia 
was  suing  for  peace,  break- 
ing minutes  before  the  close, 
sent  most  markets  shooting 
up. 

Frankfurt  showed  the  way. 
concluding  a hesitant  day 
with  a 2.5  per  cent  gain. 
Paris  added  a more  modest 
1.8  per  cent  while  Madrid 


rose  a hefty  2.4  per  cent.  The 
euro  reacted  equally  well  to 
the  news,  rising  almost  one 
cent  against  the  dollar  in 
late  afternoon  trading. 

Investors  also  kept  on  eye 
on  the  European  Central 
Bank  which  meets  tomorrow 
to  decide  Interest  rate  policy. 

Although  ECB  members 
have  adopted  a dovish  tone 
in  recent  weeks,  healthy  lev- 
els of  private  sector  borrow- 
ing, uncertain  inflation  pros- 
pects and  a weak  currency 
could  rule  out  a cut  tomor- 


row. according  to  Klaus 
Baader  at  Lehman  Brothers. 

The  macro-economic  out- 
look for  Europe  has  been 
brightening  recently,  helped 
by  the  budding  recovery  in 
Asia  and  Latin  America  and 
stubbornly  robust  growth  in 
the  US.  Salomon  Smith  Bar- 
ney increased  its  1999  earn- 
ings per  share  estimate  for 
Europe  from  4 to  7 per  cent 
yesterday.  But  the  revisions 
do  not  necessarily  spell  good 
news  for  markets. 

According  to  Mark 


Howdle,  European  strategist 
at  Salomon,  continental 
equity  prices  will  come 
under  pressure  In  the  next 
quarter  because  of  heavy 
supply,  totalling  S30bn  In 
new  share  issues  in  the  euro- 
zone alone. 

In  Asia,  markets  posted 
Ural  thy -looking  gains.  South 
Korea  rose  3.1  per  cent  while 
Australia  gained  2 per  cent, 
reaching  a record  high.  Mal- 
aysia and  Singapore  also  per- 
formed well  hut  Japan 
started  the  quarter  with  a 


modest  1 per  cent  advance. 

According  to  Credit  Lyon- 
nais Securities,  international 
investors  have  doubled  their 
weekly  flows  of  funds 
towards  Japanese  equities  in 
the  last  few  weeks. 

But  the  country  remains 
the  sick  man  of  Asia,  accord- 
ing to  the  bank’s  European 
equity  team.  With  economic 
growth  under  pressure  from 
unemployment,  sluggish 
consumption  and  corporate 
restructuring,  last  month’s 
rally  could  be  short-lived. 


Dow  drops  Bourses  rise  on  Kosovo  offer 


back  after 
record  close 


EUROPE 


AMERICAS 


Wall  Street  was  mixed  at 
midsession,  with  investors 
displaying  less  confidence 
after  the  market's  record 
dose  on  Monday,  writes  John 
Lobate  in  New  York. 

But  If  the  early  buying 
lacked  conviction,  it  cer- 
tainly did  not  suggest  a mas- 
sive  sell-off  was  imminent 
with  the  earnings  reporting 
season  Just  a few  weeks 
away. 

The  fact  that  the  market 
managed  to  rally  on  Monday 
on  little  news  and  sell  oS 
only  modestly  yesterday 
suggested  underlying  convic- 
tion that  may  be  built  on 
once  companies  start  report- 
ing earnings. 

“Pre-announcements 
ahead  of  the  corporate 
reports  have  been  very 
benign,"  said  Larry  Wachtel. 
market  analyst  at  Prudential 
Securities  in  New  York.  "As 
you  get  to  the  earnings  sea- 
son well  have  a legitimate 
reason  to  rally.” 

The  Dow  Jones  Industrial 
Average  was  down  24.68  at 
9.982.64  and  the  broader 
Standard  & Poor’s  500  index 
had  lost  1.42  at  1,319.70  by 

midday.  Stronger  high-tech 
share  prices  helped  the  Nas- 
daq composite  stay  in  posi- 
tive territory,  up  7.22  at 
2,567.28,  but  small  caps 
weakened,  with  the  Russell 
2000  Index  down  less  than  a 
point  at  402227. 

Gillette’s  warning  on  Mon- 
day that  first-quarter  sales 
would  come  in  below  expec- 
tations weighed  on  the  mar- 
ket early  in  the  session.  The 
news  sent  shares  of  the 
global  consumer  products 


maker  down  more  than  10 
per  cent  or  S6tf  to  $50tf  In 
heavy  volume.  Gillette’s 
tumble  helped  to  put  pres- 
sure on  other  consumer 
goods  makers,  with  Procter 
& Gamble,  a Dow  member 
stock,  off  *%  at  SI  Ora. 

In  the  telecoms  sector 
speculation  that  MCI  World- 
corn  was  in  early  takeover 
talks  with  Nextel  Communi- 
cations sent  MCI  shares 
down  52%  to  S83%  while  giv- 
ing Nextel  a slight  boost,  up 
at  S40ft.  Shares  of  Lucent 
Technologies  surged  <3’4  to 
262%  after  the  company 
announced  a new  product 
technology.  America  Online 
rose  S3%  to  $I70£  after  the 
company's  acquisition  of 
another  internet  company 
on  Monday. 

Retail  stocks  were  mivuri. 
Starbucks  surged  more  than 
5 per  cent  or  $lft  to  632% 
after  it  said  its  March  same- 
store  sales  were  up  6 per 
cent  But  shares  of  consumer 
electronics  retailer  Circuit 
City  fell  $1%  to  673%  after  it 
reported  Its  fourth-quarter 
results. 

Among  the  gainers  in  the 
computer  sector,  Sun  Micro- 
systems climbed  $6ft  to 
$l36ft  and  semiconductor 
chip  producer  LSI  Logic 
gained  $3%  to  $35%. 

TORONTO  was  mixed  at 
midsession  as  a strong  per- 
formance by  banking  stocks 
was  largely  offset  by 
declines  in  metals  and  min- 
erals, oil  and  gas,  and  the 
paper  and  forestry  sectors. 

The  300  composite  index 
was  24.70  higher  by  midses- 
sion at  6,764.40  and  analysts 
noted  volume  of  73m  shares 
was  unusually  high. 


Second  rate  cut  in  two 
weeks  lifts  Sao  Paulo 


SAO  PAULO  was  up  2J.  per 
cent  at  midsession  yester- 
day. buoyed  by  a cut  In 
interest  rates. 

The  Bovespa  index  rose 
234  to  11.256.  gaining  ground 
for  the  second  day  running. 

The  country’s  central  bank 
said  a slowdown  in  inflation 
allowed  it  to  cut  Interest 
rates,  for  the  second  time  In 
two  weeks,  to  38.5  from  42 
per  cent 

CARACAS  was  also 
strong,  boosted  by  rising  oil 


prices  and  gains  in  neigh- 
bouring markets.  The  IBC 
index  was  139.51  or  3,3  per 
cent  higher  to  4,431.34  in 
early  trading. 

MEXICO  CITY  marked  a 
pause  after  an  early  rise 
prompted  by  gains  in  the 
American  Depositary 
Receipts  of  telecom  giant 
Telmex.  Shares  in  the  com- 
pany were  trading  0.70  pesos 
higher  to  33  pesos  at  midses- 
sion, while  the  IPC  index 
was  up  21.70  to  5,123.64. 


News  of  the  Yugoslav 
ceasefire  in  Kosovo  sent 
FRANKFURT  steeply  ahead 
in  the  dying  minutes  of  trad- 
ing, lifting  the  Xetra  Dax 
Index  to  a close  of  5,022.27, 
up  120.46  or  2.5  per  cent. 

Mannesmann.  which 
acquired  the  fixed-line  tele- 
coms operations  of  Veba  and 
RWE.  rose  €5.60  to  €130  as 
Investors  warmed  to  the  deal 
that  increases  Mannes- 
mann’s  share  of  the  German 
long-distance  market  to  15 
per  cent. 

The  news  also  sparked 
gains  at  Veba  and  RWE  with 
what  was  seen  as  orderly 
withdrawal  from  the  tele- 
coms business  lifting  the  for- 
mer €1.91  to  €50.65  and  RWE 
€1.31  to  €43. 

Steel  leader  Thyssen  rose 
to  an  eight-month  high, 
adding  €1.10  at  €19.40.  Daim- 
lerChysler  was  a good  mar- 
ket, partly  catching  up  with 
the  recent  strong  perfor- 
mance of  the  ADRs  on  Wall 
Street  and  responding  to  pos- 
itive comment  at  Merrill 
Lynch.  The  stock  gained 
€2.66  to  €84.41. 

Deutsche  Bank,  in  nega- 
tive territory  for  most  of  the 
session,  hardened  €1.05  at 
€49.15  in  spite  of  Joining 
Merrill  Lynch’s  sell  list.  The 
broker  said  earnings  down- 
grades were  expected  In  the 
short  term. 

Elsewhere  In  the  sector, 
HypoVereinsbank  lost  €233 
at  €5217  on  a German  press 
report  of  possible  top  man- 
agement changes.  Insurer 
Allianz  rose  €13  to  €293. 

PARIS  rose  1.8  per  cent 
with  the  CAC-40  index  set- 
tling 74.63  higher  to  4^04.48 
after  a last-minute  rally  was 
sparked  by  Serbia's  decision 
to  sue  for  peace. 

Volatile  STMicroelectron- 
ics  led  the  way,  adding  €5-60 
or  6.1  per  cent  to  €97.50, 
tracking  overnight  gains  on 
Nasdaq.  Fellow  FT  stock  Cap 
Gemini  retreated  from  intra- 
day highs  to  close  up  €3230 
at  €156. 

Computer  manufacturer 
Bull  advanced  24  cents  to 
€5.69  after  its  chairman  reit- 
erated a 1999  profits  forecast 
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and  vowed  to  deliver 
improvements  in  2000. 

Oil  issues  were  among  the 
main  gainers,  boasted  by 
weekend  reports  that  a key 
Iraqi  pipeline  had  been 
bombed.  Total  added  €3.80  to 
€115  while  Elf-Aquitaine 
gained  £4^0  to  €126. 

Telecom  stocks  were  stron- 
ger, with  France  Telecom  up 
€2.60  to  €79.90  while  rival 
Alcatel  closed  €2.90  ahead  to 
€111.90. 

Canal  Plus  shot  up  €10.80 
to  €28380  after  a rise  in  sub- 
scribers in  Telepiu.  its  Ital- 
ian unit,  raised  hopes  about 
activity  in  its  other  Euro- 
pean operations. 

AMSTERDAM  was  well 
supplied  with  firm  features, 
notably  among  financials. 
Aegon  gained  €2.10  at  €35.75 
while  ING  rose  €1.10  to 
€51.60,  benefiting  from  opti- 
mism about  US  trading,  an 
upgrade  to  buy  at  Morgan 
Stanley  Dean  Witter  and 
solid  results  from  a mort- 
gage bank  offshoot. 

Hoogovens  shared  in  the 
upturn  for  the  steel  sector, 
adding  60  cents  at  €31.65  as 
broker  views  on  cyclicals 
turned  positive.  The  AEX 
index  ended  up  2.71  at  53684. 

Oce,  the  copier  group,  ral- 
lied with  a period  of  relative 
weakness  said  to  be  tempt- 
ing the  buyers.  The  shares, 
which  stood  at  €35  in  Janu- 
ary, rose  €1.15  or  5 per  cent 
to  €24.40. 

ZURICH  saw  action  In  Its 
small,  high-tech  issues  in  a 
largely  dull  market,  with  the 
SMI  Index  rising  37.6  to 
7,170.  ABB  was  an  exception, 


Jo’burg  industrials  falter 


SOUTH  AFRICA 


Johannesburg  ran  out  of 
steam,  with  investors  con- 
cerned that  Wall  Street 
could  be  due  for  a pullback 
after  Monday's  record  close. 

The  overall  index  edged  4 2 
higher  to  6.406.8  while  Indus- 


trials pulled  back  from  their 
best  levels  to  close  16.9 
weaker  at  7.466A 
A weak  bullion  price, 
which  slipped  to  $278^0  an 
ounce  in  late  trade,  left  the 
gold  index  index  49.0  lower 
at  2,853.8.  JC1  gold  fell  20 
cents  to  400  cents. 


News  Corp  powers  Sydney  higher 


ASIA  PAC1RC 


SYDNEY  rose  to  a record 
high  - closing  above  3,000 
for  the  first  time  in  heavy 
two-way  volume  - fired  by 
dramatic  gains  for  News 
Corp,  the  media  giant. 

The  All  Ordinaries  index 
ended  59.5  higher  at  3.032.9 
and  within  a whisker  of  its 
session  peak  of  3,034.9  as  an 
11.8  per  cent  surge  for  News 
Corp  sparked  strong  demand 
for  a selection  of  blue  chips. 

News  Corp,  driven  by  its 
deal  with  AT&T  telecoms 
group  of  the  US  - which 
brings  the  latter  on  board  as 
an  8 per  cent  shareholder  - 
gained  AS1J38  to  A$13.08  and 
was  said  to  have  accounted 
for  about  half  of  the  increase 
in  the  benchmark  index. 

Commonwealth  Bank,  rose 
78  cents  to  A$26.92.  In 
resources,  BHP  added  38 
cents  at  AS13.94  and  Wood- 
side  Petroleum  25  cents  at 
AS9.60. 

TOKYO  enjoyed  a last- 
minute  boost  which  took  the 
market  to  its  highest  level  in 
eight  months,  writes  Michiyo 
Nakamoto. 

In  earlier  trading,  the  mar- 
ket suffered  profit-taking  in 
the  notable  absence  of  for- 
eigners. who  have  been  sup- 
porting Tokyo  share  prices 
In  recent  months. 

However,  towards  the 
close,  domestic  investors 
came  in  to  bargain-hunt,  tak- 
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ing  the  benchmark  Nikkei 
average  up  to  its  highest 
level  since  July  last  year. 
The  Nikkei  closed  up  144-93 
at  16,479.71  after  fluctuating 
between  a high  of  16,48437 
and  low  of  16,084.71. 

The  mood  was  mixed  as 
pessimism  persisted  about 
the  prospects  for  economic 
recovery.  Data  released  on 
Monday  showed  weaker- 
than-expected  business  senti- 
ment while  Japanese  leaders 
cautioned  against  undue 
optimism. 

The  head  of  the  economic 
planning  agency  warned  yes- 
terday that  unemployment, 
which  has  been,  re-writing 
records  during  the  past  few 
months,  could  climb  as  high 
as  53  per  cent. 

Nevertheless,  after  slug- 
gish trading  during  most  of 


the  day,  a surge  of  buying 
towards  the  close  lifted 
share  prices  to  higher  levels. 
The  broad-based  Topix  index 
gained  15.44  to  132161  and 
the  Nikkei  300  3.45  to  266.12. 
Advancing  Issued  outpaced 
declining  ones  by  725  to  474 
and  129  issues  were 
unchanged.  Volume  was  a 
tittle  higher  than  Monday's 
558.70m  at  568.10m. 

Attention  was  focused  on 
internet-related  stocks  alter 
the  Nasdaq  composite  Index 
hit  a record  on  Monday.  Soft- 
bank  hit  a high  of  Y16.470  In 
its  fourth  straight  gain 
before  closing  up  Y1.520  at 
Y16.4G0. 

Hitachi  and  Fujitsu  gained 
after  announcing  they  will 
form  a joint  venture  to 
develop  and  market  high  res- 
olution plasma  display  pan- 
els. Fujitsu  rose  Y5  to  Y2.120 
and  Hitachi  Y31  to  Y949. 

Exporting  blue-chip  com- 
panies were  favoured.  Sony 
gained  Y310  to  Yii.690  and 
Toyota  Y80  to  Y3310.  Even 
Nissan,  which  announced  its 
group  pension  shortfall  of 
Y580bn,  gained  Y22  at  Y462- 

KUALA  LUMPUR  shook 
off  Monday's  profit-taking 
mood  to  close  21.09  or  19  per 
cent  higher  at  556.93  on  the 
composite  index  as  Investors 
took  their  cue  firms  falling 
Interest  rates. 

Commerce  Asset,  part  of 
the  Renong  group,  Malay- 
sia’s heaviest  corporate  bor- 


rower, jumped  40  cents  to 
MS4.60. 

SEOUL  rose  to  its  highest 
level  since  September  1997, 
with  the  composite  index 
closing  19.95  or  3.1  per  cent 
higher  at  666.73. 

Blue  chips  were  in  the 
limelight,  with  buying 
orders  largely  driven  by 
local  Institutional  Investors. 

Korea  Electric  Power  Corp 
rose  Won600  to  Won3l,500  ' 
while  Hyundai  Engineering  | 
and  Construction  added 
WonS30  to  WonlO.lOO. 

SINGAPORE  closed 
higher,  with  the  Straits 
Times  index  up  24.55  or  IjS 
per  cent  to  1,606.15.  Brokers 
said  programme  buying  and 
retail  investors  drove  the 
market  to  a 17-month  high. 

Banks  led  the  pack,  with 
the  foreign  tranche  of  United 
Overseas  Bank  closing  80 
cents  higher  at  &H230  and 
DBS  foreign  rising  50  cents 
to  SS1430. 

BOMBAY  recovered  from 
early  weakness  as  local 
funds  turned  buyers  at  the 
day's  lower  levels  and  specu- 
lators covered  short  posi- 
tions. The  BSE-30  Index 
recovered  from  a low  of 
3.462236  to  close  50.08  or  L.4 
per  cent  higher  at  &5G9.47. 

The  index  tumbled  -L5  per 
cent  on  Monday  as  one  of 
the  coalition  partners  with- 
drew two  ministers  from  the 
cabinet,  prompting  a govern- 
ment crisis. 


advancing  SFr40  to  SFr2,000 
in  the  wake  of  an  announce- 
ment of  a t2l5m  British 
power  plant  order. 

Swisscom  was  another  out- 
performer,  rising  SFri5  to 
SFr598.  in  spite  of  news  that 
Finnish  telecom  operator 
Sonara  cancelled  a coopera- 
tion agreement 

High-tech  stocks  were  car- 
ried along  by  recent  US 
developments  in  the  sector. 
Computer  peripherals  group 
Logitech  rose  SFr7  to  SFrl95, 
Kudelski,  the  electronics 
group,  added  SFr305  to 
SFr6,205  and  Distefora, 
which  recently  took  over 
two  internet  providers,  rose 
SFr6  to  SFr79  . 

MADRID  pressed  ahead  as 
the  market  adopted  a confi- 
dent attitude  after  several 
weeks  of  lethargy.  The  gen- 
eral Index  finished  21.10  or 
2.4  per  cent  higher  at  87.83. 

The  improved  mood  was 


reflected  in  strong  demand 
for  some  blue  chips,  includ- 
ing Telefbnica  which  soared 
€231  or  5.6  per  cent  to  €41.50 
□n  the  view  that  it  had 
become  undervalued  com- 
pared with  Its  European  tele- 
coms peer  group. 

Activity  also  occurred  in 
stocks  that  could  fill  the 
space  in  the  Ibex-35  index, 
which  wifi  be  made  vacant 
by  the  merger  of  banks  San- 
tander and  BCH.  The  pair 
MU  start  trading  as  BSCH 
this  month. 

Among  contenders.  Super- 
diplo  put  on  €1.11  to  €23.14. 
Obrascon  Buarte  19  cents  to 
€10.19  and  Seltia  55  cents  to 
€16.50. 

ISTANBUL  climbed  4.1  per 
cent  to  a record  closing  high 
as  expectations  grew  that 
the  April  18  elections  would 
produce  a stable  government 
that  would  press  ahead  with 
long-awaited  restructuring 
of  the  economy. 

The  IMKB  National- LOO 
index  finished  190.57  higher 
at  4,896.66,  with  investors 
also  optimistic  about  the 
outlook  for  corporate  profits 
reports  for  the  first  quarter. 

MOSCOW  tumbled  4.7  per 
cent  as  western  Investors 
pulled  out,  unnerved  by 
doubts  about  new  funding 
from  the  International  Mone- 
tary Fund  and  tensions  over 
Yugoslavia.  The  RTS-I  index 
lost  3-73  to  75-5L 


Written  and  edited  by  Michael 
Morgan,  Jeffrey  . Brawn  and 
Peter  Had 


Bratislava  stock  exchange 
has  had  a desperate  year  hot 
this  has  little  to  do  with  the 
woes  of  other  emerging  mar- 
kets and  simply  reflects  the 
continuing  lack  of  interest  in 
Slovakia's  young  bourse. 

In  October,  the  Sax  index 
of  the  top  16  shares  fell  for 
the  first  time  below  its  1998 
starting  level,  and  In  1998 
overall  it  declined  4&5  per 
cent.  11115  year  It  has  contin- 
ued to  drift  down  and  hit  an 
all-time  low  of  80.35  last 
month 

Volumes  shrunk  by  55  per 
cent  last  year  and  in  March 
they  achieved  a daily  aver- 
age of  only  Sk5&n. 

Even  the  election  defeat  in 
September  of  Vladimir  Mec- 
iar,  the  former  prime  minis- 
ter blamed  for  putting  off 
foreign  investors,  foiled  to 
lift  the  market.  Investors 
seemed  more  concerned  with 
economic  instability  and 
poor  corporate  performance. 

These  worries  have  Inten- 
sified this  year  with  rapidly 
slowing  growth  adding  to 
the  existing  problems  with 
the  current  account  and  bud- 
get deficits  and  growing  for- 
eign indebtedness 

GDP  growth  in  the  fourth 
quarter  fell  to  0.5  per  cent 
and  with  an  austerity  budget 
and  slowdowns  in  the  coun- 
try's main  trading  partners, 
most  analysts  expect  growth 
to  foil  to  under  2 per  cent 
from  4.4  per  cent  last  year. 

The  corporate  sector  is 
also  suffering  from  high 
indebtedness,  high  real 
interest  rates  and  a credit 
squeeze  from  the  fragile 
banking  sector.  Many  big 
companies  that  chose  to  bor- 
row abroad  are  now  having 
to  make  provisions  after  the 
crown  devalued  in  October. 

Slovnaft,  the  oil  refiner 
representing  almost  half  the 
index,  reported  1998  profits 
down  two-thirds  from  low  oil 
prices  and  the  devaluation. 
Its  share  price  fell  30  per 
cent  last  year  hut  Lubo  Sol- 
tys of  brokers  Wood  ft  Co 
says  the  company  is  a good 
bet  because  it  is  well  man- 
aged and  just  completing  a 


-Sac  lefew^: 


gtan.i  - „■ 

: " ' !-:  - ' 

laff  V 

■■■  £ 

■ian.  : 1 

v ' 

100 LJl 

^ ’ 

W.  >*■;  - £ T 
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Slovakoforma.  a generic 
drugs  manufacturer  which, 
with  81ovnaft : has  issued  - 
giobal  depository  receipts,  is 
seen  as  a safe  bet-deajfite  the 
crises  in  the  health  sectors  . 
in  Slovakia  and  the  Czech 
Republic,  which  led  Ms-sliare 
. price  to  foil  60  per  cent  last 
year. 

“If  I had  to  choose  a Sio-  - 
vak  stock,. I would  pick  Sto- 
vakofarma,0  says  Dalibor 
Vavruska  of  ING  Barings. 

Slovakia's  problem  is  that 
the  recommendations  end 
there.  VSZ,  the  steel  group, 
defaulted  in  November  and- 
is  only  a highly  speculative : 
investment,  according  to 
Michal  Sustra  of  Tatra 
Banka.  VUB,  the  main  com- . 
me  r dal  bank,  still  foils  to 
meet  capital  adequacy 
requirements. 

The  utilities  that  form  the 
core  of  neighbouring  mar- 
kets are  still  in  state  hands 
and  therefore  the  market  has 
a capitalisation  of  only 

Sfclfiflhn  and  is  highly  ffWq. 
tdd.  Yet  this  could  change 
fids  year  it  as  the  govern- 
ment Is  discusring,  SkSObn 
of  state  privatisation  bonds 
are  exchanged  for  shares  in 
state-owned  such 

as  Slovak  Telecom. 

“We  need  a new  stock," 
says  Barbara  Lazarova,  dep- 
uty head  of  the  stock 
exchange.  “This  will  be  cru- 
cial for  the  stock  market" 


Robert  Anderson 


Annual  figures  1998 


- Strong  net  profit  growth  for  1998  to  NLG  5,882  million  (+21%). 

- Profit  per  share  rose  by  19.2%. 

- Dividend  increased  to  NLG  2.75  (+19.6%). 


fm  million  of  NLG/EUR*—, 
except  for  amounts  per  sharvl 

1997* 

NLG 

1998 

NLG  i 

1997* 
EUR  i 

1998 

EUR  j 

% 

change 

Result  before  taxation: 
- insurance  operations 

3.620  | 

5351 

13943 

WZ8 

47JB 

- banking  operations 

2.989 

2371 

1J56 

1476 

-20.7 

Net  profit 

4.861 

5482 

2306 

21.0 

Net  profit  per  ordinary  shore 

525*“ 

636 

2.38 

2JM 

19.2 

Dividend  per  ordinary  share 

2 JO 

2.75 

1.04 

1*25 

19.6 

Total  assets 

620,400 

870JW 

281325 

394,925 

403 

Shareholders'  equity 

48J3I 

64*78 

21.931 

29,877 

32.6 

* AdJoiKd  for  die  ch*ngt*  la  (be  accounting  principles: 

- influence  on  published  net  profit  +NLC  7S6  miition/EUR  343  million 

- influence  on  published  shareholders1  equity  *NLC  2311  million/EUR.  1.004  million 
" Published 

•••  EUR  1.00 -NLG  2.2Q371 


---•  Despite  the  turbulent  conditions  in  the  financial  markets,  ING  Group  closed  the  year  1998  with  good 
results.  All  core  activities  contributed  to  the  net  profit  increase,  with  the  exception  of  the  international 
corporate  ft  investment  banking  activities.  Especially  the  operations  in  the  Benelux  reported  favourable 
results. 

■ The  total  contribution  of  the  acquired  companies  to  net  profit  was  NLG  1,359  million,  after  deduction 
of  finance  charges.  These  contributions  were  made  by  BBL  (NLG  1,154  million).  Equitable  of  Iowa 
(NLG  161  million)  and  Furman  Sclz  (NLG  44  million). 

Without  non-recurring  items  of,  on  balance,  NLG  1 ,247  mil  (ion,  the  operational  net  profit  amounted  to 
NLG  4,635  million  (-3.5?4).  The  non-recurring  items  were  the  profits  made  on  the  sale  of  the  non-life 
insurance  operations  in  the  US  (NLG  833  million),  Libert  cl  (NLG  445  million).  Kredietbank  Belgium 
(NLG  377  million)  and  credit  insurer  NCM  (NLG  53  million)  as  well  as  additions  to  special  provisions 
for  low  interest  rates  outside  the  Netherlands  (NLG  33  i million)  and  the  Millennium  Calamity  Fund 
(NLG  1 30  million). 

'■‘■i  The  net  profit  from  the  insurance  operations  rose  by  49.2%  to  NLG  4,247  million.  Excluding  the 
non-recurring  items,  the  operational  net  profit  amounted  to  NLG  3,600  million  (+ 23-7 %).  Equitable  of 
Iowa  and  higher  sales  results  from  equities,  convertible  bonds  and  real  estate  contributed  to  this  increase. 

: " The  global  financial  crisis  depressed  the  net  profit  from  the  banking  operations,  which  decreased 
by  22.6%  to  NLG  1,635  million.  Excluding  non-recurring  items,  an  operational  net  profit  remained 
of  NLG  1.035  million  (-48.0%).  This  decrease  can  be  entirely  attributed  to  the  non-recurring  strong 
decline  of  the  trading  results  and  the  extra  additions  to  the  debt  provisions.  The  item  Additions  to  the 
provision  for  loan  losses  of  the  bonking  operations  increased  by  NLG  1.155  million  to  NLG  2 billion, 
of  which  NLG  1 billion  related  to  Asia  and  Russia. 

- 1-i  Assets  under  management  went  up  by  45.3%  to  NLG  558  billion. 


*:****- 


ING  JM)GROUP 


www.inggraup.eom 

The  annual  report  appears  on  20  April  1994  and  can  be  obtained  at  the  following  address: 
ING  Group,  P.O.  Box  BIO.  1000  AV  Amsterdam, The  Netherlands, 

Telephone:  f+3l)  20  541  54  7F,  fax:  (+31)  20  541  54  51,  e-mail;  ordeitgfinggnMipxom 
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I It  was  a succinct 
I statement,  but  one  with 
• an  almost  revolutionary 
significance.  “The  internet 
changes  everything,”  Bill  Gates, 
Microsoft's  chairman  and  chief 
executive,  said  in.  London 
recently.  Like  other  US-baaed 
leaders  in  the  information  ■ 
technology  industry  ,he  believes 
that  companies  and  other 
organisations  must  put  the  net 
right  at  the  centre  of  their 
strategic  plans. 

Indeed,  the  growth  of  the  . . 
internet  and  electronic  business 
has  been  likened  to  the  Industrial 
revolution  of  thelSthcentury  -.  - 
it  is  transforming  mostaspects  of 
communications,  manufacturing 
and  commerce.  ■ 

What  is  more,  most 
information  tedmolbgy  . - 
spedaBste  believe  the  : ''  . 

information  revolution  is  still, 
only  intis  infancy.  Takings 
historical  view,  Nathan  ' , 
Myhrrold,  Mlcrosoffschief  > 
technology  officer,  sees  parallels 
with  the  industilal  revolution.in 
the  19th  century.  . 

A hundred  years  ago.  people 
thnnght  the  industrial  revolution 
led  already  happened.  But,  he 
says,  “it  had  only  just  begun”. 
Since  the  commercialisation  of 
the  internet  began  in  the .. 


How  the  internet  will  reshape 
worldwide  business  activity 

In  the  emerging  digital  age  of ‘frictionless  capitalism’,  companies  will  have  to  adapt  quickly  and 
cleveriy  or  risk  being  overwhelmed  by  rivals,  writes  Paul  Taylor 


midrlQ90Si  a whole  new  internet 
•-  economy  fias  emerged,  ' 

> comprising  established  • 
companies  that  have  made  the 
tarnation  amd  new  competitors 
, ^d*as/unazon^  . 

_ ' &-Tra£feUjat  did  not  even  exist 
Eve  years  ago.- ' 

In  the  process,'  value  chains  are 
being- picked  apart rad,  in  some 
cases.  reasg^m'Med;  Th e .. 

' implications  "oftbisshift  for  . 

- companies  and  other  r' 
organisatkmfl  go  far  beyond  the  : 
basic  reouiremad  of  setting  Up  a 
■ corporate  web  site  and  providing 
customers  with  an  e-mail  address 
. as  weUasa  terephonenumbCT. 
“The  web  wffl  fundamentally  . 
change  customers’  expectations 
about  convenience,  speed,  . 
comparability.  price  and  service,’ " 


Bectiorac  cotmience  revenue 
147  per  cent  conxidtnd  amusigwito  rate  in 


Europe 


say  Gary  Hamel  and  Jeff  Sampler 
of  the  London  Business  SchooL 
Mr  Hamel,  who  is  chairman  of 
Strategos,  a San  Francisco-based 
consulting  firm  and  a visiting 
professor  at  IBS,  believes  the 
main  threat  facing  companies  is 
that  prices  will  be  driven  down 
by  consumers'  ability  to  shop 
around  using  the  internet 

This  phenomenon,  dubbed  " 

. “frictionfesscapitalism’’  by  Mr 
Gates,  wffl  make  it  harder  far  ; 
companies  to  make  money  using 
traditional  business  models,  says 
Mr  HameL  And  the  pressures  are 
. mounting.  At  the  end  of  last 
year,  an  estimated  128m  people 
were  connected  to  the  internet,  a 
figure  Eat  is  expected  to  grow  to 
more  than  300m  by  2005. 

In  Europe  alone,  analysts  at 

Worldwide  onfine  households 

MONKS  . • . 


Goldman  Sachs,  the  US 
investment  bank,  forecast  that  by 
2007,  the  most  advanced  western 
European  economies  will  have 
reached  or  possibly  even 
exceeded  70  per  cent  household 
internet  penetration. 

“Given  the  growth  in  access 
from  mobile  phones,  other 
handheld  devices  and  satellite 
delivered  services  such  as 
Teledesic,  this  could  also  prove  to 
be  a conservative  estimate,"  say 
the  authors  of  the  Goldman 
Sachs  report,  Internet  Portals  in 
Europe,  published  last  month. 

The  development  of  household 
internet  appliances  and  digital 
set-top  boxes  could  also 
accelerate  mass  market  internet 
adoption,  particularly  in  Europe 
where  digital  television  is  being 


rolled  out. 

“We  are  moving  rapidly 
towards  lbn  connected 
computers,"  said  Craig  Barrett, 
Intel’s  chief  executive,  recently. 
“This  does  not  just  represent  an 
online  community:  it  represents 
the  formation  of  a Virtual' 
continent” 

As  the  number  of  online 
consumers  and  businesses  grows, 
the  opportunity  for  conducting 
business- to-business  and 
business-to-consumer  electronic 
commerce  grows  exponentially. 
Indeed.  Metcalfe's  law, 
promulgated  by  Robert  Metcalfe 
who  invented  the  Ethernet 
networking  protocol  and  went  on 
to  found  3Com,  the  US 
networking  equipment  group, 
states:  “The  value  of  a network  is 
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equivalent  to  the  square  of  the 
number  of  nodes  [connected  to 
it]." 

Certainly,  in  terms  of 
electronic  commerce,  Metcalfe's 
law  appears  to  be  holding  true. 
Estimates  of  the  scale  of 
e-commerce  vary  sharply,  hut 
International  Data  Corporation, 
the  market  research  company, 
estimates  that  worldwide 
e-oommerce  revenues  will  grow 
to  $623bn  in  2002,  up  from  just 
$4 lbn  last  year.  Of  those  figures, 
western  Europe  accounts  for 
$223bn  in  2002,  a steep  rise  from 
S6bn  last  year. 

In  the  US,  the  Yankee  Group 
forecasts  that  business- to- 
business  internet  commerce 
transactions  will  reach  $l39bn 
next  year.  “With  such  activity, 
opportunities  abound,"  said  a 
year-end  report  by  the  group  on 
internet  futures. 

“Western  Europe  is  still  • 
substantially  behind  the  US  in 
terms  of  e-commerce,  but  it  is 
growing  at  a fester  rate.”  says 
Pat  Gelsinger,  Intel’s  general 
manager.  This  astonishing 
growth  is  also  reflected  in  other 
figures.  For  example  the  volume 
of  internet  traffic  wifi  surpass 
voice  traffic  next  year,  according 
to  Datamonitor,  another  market 
research,  company. 

Already.  IP-based  (internet 
protocol)  traffic  exceeds  voice 
traffic  in  several  big  markets, 
including  the  US  and  UK.  “IP 


traffic  is  currently  rising  at 
around  1,000  per  cent  a year, 
compared  to  PSTN  (public 
switched  telephone  network) 
growth  of  under  10  per  cent," 
says  Datamonitor. 

By  2002.  it  predicts  that 
internet  traffic  will  have  grown 
to  6,170Pb  (petabytes  - a million 
gigabytes),  up  from  l8.4Pb  last 
year.  Datamonitor  forecasts  that 
for  consumers,  the  high  demand 
for  Internet  bandwidth  will  be 
driven  by  the  increasing  number 
of  internet  users  using  next 
generation  access  technologies 
such  as  xDSL  (digital  subscriber 
line)  and  cable  modems. 

“Meanwhile,  the  growing 
reliance  of  enterprises  on  the 
internet  as  a real  business  tool 
will  also  ensure  a continued 
traffic  explosion."  Despite  this 
growth,  earlier  forecasts  that  the 
internet  would  grind  to  a halt 
have  proved  incorrect  Inktomi, 
the  California-based  start-up,  can 
claim  much  of  the  credit  for 
keeping  the  internet  running, 
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By  the  time  you  finish  this  sentence, 

35  new  people  will  have  joined  the  Internet. 

No  wonder  he  demands  his 
service  provider  displays  this  logo. 


This  month,  18  million  people  will  go  online  for  the 
first  time.  Next  month?  Probably  more.  The  impact 
on  your  business  will  be  huge.  And  your  service 
provider  will  play  a vital  role  in  your  success.  But 
how  do  you  choose  the  right  one? 

Fortunately,  the  answer  is  simple.  Look  for 
service  providers  who  display  the  Cisco  Powered 
Network  logo.  It  means  they  employ  Cisco 


technology,  the  same  technology  that  carries  virtually 

all  of  today’s  Internet  traffic:  They  can  help  whether 

you  need  Internet  access,  ATM,  Frame  Relay,  voice 
■ 4 - • 
or  any  other  network  services. 

Find  out  more  about  . ClSSC1  StSiIKS 

Cisco  Systems  and  accredited 

sendee  providers  by  visiting 

www.risco-powered.ner 
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FUTURE  OF  THE  INTERNET  by  Tom  Foremski 


The  next  generation 
shows  its  potential 


Intemet2  will  lead  to  a huge  increase  in 
the  speed  of  communication,  thus  giving  a 
farther  boost  to  global  e-business 


The  future  of  the  internet  is 
best  described  in  terms  of 
more  bandwidth,  more  types 
of  devices  capable  of  access- 
ing tbe  internet  and  wireless 
connections  that  extend  the 
internet  to  millions  of  users. 

Unlike  some  other  com- 
puter technologies,  tbe  inter- 
net offers  an  ever-expanding 
vista  of  progress.  It  is  far 
from  a static  medium  and 
continues  to  grow  and. 
absorb  huge  numbers  of  new 
users  worldwide  and  carry 
enormous  amounts  of  data. 
Its  strength  is  the  adoption 
of  technology  standards 
such  as  the  internet  protocol 
OP)  which  defines  how  the 
packets  of  data  are  carried 
over  the  internet. 

With  such  standards  in 
place,  an  environment  is  cre- 
ated in  which  companies  can 
develop  faster  data  commu- 
nications both  in  the  main 
backbones  at  tbe  heart  of  the 
Internet  and  at  the  user  end, 
with  faster  modems  using 
cable  TV  or  telephone  wire 
connections. 

To  see  what  the  future  of 
the  internet  will  bring,  it  is 
best  to  look  at  some  of  the 
next  generation  internet  net- 
works being  built  in  the  US. 
The  key  one  is  “Internet",  a 
private  high  speed  network 
that  seeks  to  link  more  than 
130  university  and  govern- 
ment research  centres. 

This  network  will  have  a 
2.4  gigabit  per  second  data 
transmission  rate  and, 
because  it  is  a private  net- 
work, wQl  not  have  the  same 
congestion  problems  affect- 
ing the  public  internet.  This- 
will  enable  intemet2  users  to 
communicate  at  speeds  as 
much  as  1,000  times  faster 
than  regular  internet  users. 

The  internets  project  has 
attracted  virtually  all  the 
major  US  communications 
companies.  They  are  contri- 
buting equipment  and  staff 
to  help  build  intemet2  and 
in  return,  gaining  valuable 


experience  in  developing  key 
technologies  for  applying  to 
the  public  internet 

IBM  Is  a key  participant  in 
internets  and  predicts  that 
the  key  applications  devel- 
oped for  the  network  will 
quickly  make  their  way  into 
the  commercial  market. 

“Internets  applications  are 
advanced  applications  that 
will  help  benefit  many  com- 
panies with  improved  ser- 
vices and  make  the  concept 
of-e-business  into  a reality,” 
says  John  Parker,  race  presi- 
dent of  internet  technology 
at  IBM. 

A key  focus  for  IBM  has 
been  its  involvement  in  help- 
ing build  the  $500m  Abilene 
network  which  is  a key  part 
of  interned  and  recently 
went  live,  linking  about  50 
university  research  centres. 
These  centres  are  primarily 


Key  reports 
on  the  web 

Visit  the  FT  web  site, 
wwrw.FT.com  for 
up-to-the  minute 
information,  news  and 
analysis.  The  main 
features  of  this 
month’s  FT-IT  Review, 
as  well  as  our  latest 
special  report  on 
Electronic  Business, 
can  also  be  found  on 
the  FT  web  site  at: 
www.FT.com/ftit/ 


interested  in  sharing  huge 
amounts  of  data  produced  by 
their  supercomputers,  as 
well  as  in  gaining  remote 
access  to  expensive  research 
equipment  such  as  high-end 
electron  microscopes  and 
medical  imaging  equipment 

Such  applications  would 
be  impossible  on  tbe  public 
internet  because  of  tbe  data 
congestion.  But  internet2 
applications  will  help  to 
improve  tbe  public  internet 
by  distinguishing  between 
the  different  types  of  data. 

“The  DP  protocol  works 
welt  but  it  treats  .all  data 
packets  equally.  What  we 
need  is  a way  to  distinguish 
between  IP  packets  that  con- 
tain real-time  data  and  those 
that  are  less  time  sensitive." 
explains  Mr  Parker. 

IBM  and  other  companies 
are  using  the  internets  net- 
work to  test  new  technolo- 
gies that  offer  a distinct 
Quality  of  Service  (QoS). 
Companies  would  be  able  to 
designate  certain  IP  data 
packets  as  high  priority, 
allowing  these  to  reach  their 
destinations  ahead  of  less 
urgent  data  packets.  They 
would  pay  more  for  a spe- 
cific QoS  service,  but  it 
would  allow  them  to  use  the 
congested  internet  in  a man- 
ner that  is  impossible  today. 

With  QoS.  for  example,  a 
company  would  be  able  to 
use  the  internet  for  video- 
conferencing, full-screen  dis- 
tance learning  applications, 
real-time  monitoring  of  pro- 
duction lines  and  supply 
chains,  and  many  other 
applications.  “The  applica- 
tions that  we  develop  for 
Internets  will  find  their  way 
into  commercial  use  within 
months  rather  than  years 
when  compared  with  earlier 
Internet  technologies,"  says 
Mr  Parker. 

But  will  this  mean  that 
those  individuals  or  compa- 
nies that  are  not  able  to  pay 
extra  for  QoS  services  have 
to  suffer  even  slower  inter- 
net speeds?  Mr  Parker  says 
that  will  not  happen.  “If  you 
are  sending  an  e-mail,  for 
example,  most  of  the  delay 


in  delivery  is  at  the  mail 
server  end,  and  it  won't  mat- 
ter If  it  arrives  a few  min- 
utes later  than  usual.  But  if 
you  are  running  a real-time 
application  you  need  to 
make  sure  that  that  data 
receives  priority." 

The  future  internet  is  also 
wireless.  US  and  European 
computer  and  communica- 
tions firms  are  working  on 
extending  tbe  internet 
through  wireless  communi- 
cations to  band-held  com- 
puter devices,  smart  phones 
and  new  types  of  consumer 
electronic  devices. 

“Extending  the  tendrils  of 
the  internet  through  wire- 
less links  makes  a lot  of 
sense"  says  David  Birch, 
director  of  UK  consultancy 
Hyperion.  “In  Europe,  Tor 
example,  there  are  more  cel- 


During  a five-day  trip  to  China.  Eckhard  Pfeiffer,  president  of  Compaq  Computer,  watches  12-yaar-cM 
Zhand  Ruist  use  the  internet  m a Beijing  classroom  w 


lular  phone  users  than  there 
are  PC  users.” 

Motorola  recently 
announced  an  alliance  with 
leading  network  equipment 
company  Cisco  Systems  to 
invest  more  than  SI  bn  over 


the  next  four  to  five  years  to 
build  a wireless  internet. 
Tbe  two  companies  will 
develop  hardware  and  soft- 
ware standards  to  simplify 
tbe  connection  of  wireless 
devices  to  the  internet 


Microsoft  announced  ah 
alliance  with  British  Tele- 
com to  create  wireless  inter- 
net services  based  on  devices 
using  Microsoft’s  Windows 
CE  operating  system.  The 
two  companies  said  that  the 


\ first  trials  of  such,  a .system-. . 
will  begin  in  the  UK  feter  ' 
this  spring  6n.-&T'devtces  - 
"using. a smaB^w®. browser 
developed  by  - Microsoft 
• called  a “microhrowser”. 

And  Nortel  Networfcs/the 
. Canadian  communications  . 
equipment  u,  • . group, . 
announced  what  it  calls  its 
vWebtone”  ..service,--  an  IP-  . 
based  TOBmimucations  net- 
work providing. -users,  of 
- wireless  . communications 
devices  with  access  to  the 
internet.  "Mobile  Web  tone  .' 

. will  profoundly  change  the 
'way  we  think  about  wifeless  ’ 
communications*  says  John 
Roth,  Nortel's  chief  execu- 
tive.- “ft  will  literally  put  the 
Net.  in  your  pocket;  combin- 
ing the  power  of  data- with - 
the  convenience  ofmobffity. 

for  anytime,'-  "anywhere 
access  to  information,  and 
'services  over  the  internet 
from  any  information  appli- 
ance." . 

Tbe  internet  of  the  future' 
will  be  less  PC-based  and  - 
much  more  useful.  With 
wireless  links  and  IP  com- 
munications through  electric 
power  lines,  the  potential 
exists  to  link  all  types'  of 
electronics  devices  in  a uni- 
versal network  with  incredi- 
ble applications. 


F acing  up  to  the  online  impact 


From  page  one: 

despite  the  doomsayers. 

Caching  software  devel- 
oped by  the  US  company  has 
enabled  many  of  tbe  largest 
internet  infrastructure  and 
media  companies  to  cope 
with  the  exponential  growth 
of  internet  users,  web  sites 
and  network  traffic. 

Nevertheless,  this  huge 
rise  in  predicted  internet 
traffic  is  forcing  both  tradi- 
tional telecoms  operators 
and  the  "new-telco"  startups 
to  invest  fortunes  in  band- 
width-rich optical  networks. 

According  to  Datamonitor, 
tbe  internet  backbone  mar- 
ket, dominated  by  a handful 
of  providers  including  MCI 
WorldCom.  Sprint,  Cable 
and  Wireless  and  Internes,  is 
worth  about  $8bn  a year  - a 
figure  which  includes  all  the 
revenues  received  by  carri- 
ers and  ISPs  (internet  ser- 
vice providers)  for  the  provi- 
sion of  IP  infrastructure  to 
support  the  public  internet. 

But  that  figure  is  set  to 
grow  to  519bn  by  2002,  with 


non-US  markets  playing  an 
increasing  role  in  this  expan- 
sion. Investment  in  IP  net- 
works by  large  telecoms 
operators  has  been  espe- 
cially high  recently.  “The 
major  telcos  have  realised 
the  potential  threat,  as  well 
as  the  tremendous  opportu- 
nity. that  the  shift  towards 
internet  technologies  pres- 
ents to  their  evolving  busi- 
ness focus,"  says  Philip  Cod- 
ing, a Datamonitor 
consultant 

“The  infrastructure  of  the 
public  network  is  rapidly 
expanding  and  improving 
due  to  the  increasing  com- 
mercialisation of  tbe  inter- 
net and  a focus  by  service 
providers  on  ensuring  ser- 
vice levels,"  says  the  Data- 
monitor report.  Tbe  largest 
telecoms  operators  are  real- 
ising the  potential  of  IP  and 
are  building  out  global  net- 
works to  support  their 
Improved  provisions." 

Looking  ahead,  combined 
voice  and  data  networks  will 
be  crucial  assets  for  the  big 
telecoms  carriers.  With  voice 


and  data  network  fusion, 
Datamonitor  predicts  that 
tbe  resulting  Improved  band- 
width will  drive  online  video 
applications. 

This  should  further 
expand  the  internet  “cloud" 
and  open  up  the  public  net- 
work to  new  users.  “Future 
internet  access  devices  will 
also  be  key  in  this  move  into 
mass  markets,  with  digital 
TV  and  mobile  access 
devices  playing  a particu- 
larly significant  role." 

Meanwhile,  as  competition 
increases,  Datamonitor  pre- 
dicts that  the  cost  of  trans- 
ferring a terabyte  0.000  giga- 
bytes. equivalent  to  300m 
pages  of  text)  of  data  across 
the  public  network  will  fall 
from  $80,000  last  year  to 
under  $10,000  by  the  year 
2000.  By  2003.  it  will  have 
fallen  to  just  $300  or  0.3  per 
cent  of  today's  cost. 

“The  principal  reason  for 
this  dramatic  reduction  in 
transfer  costs  is  a bandwidth 
explosion  driven  by  new 
technologies,  new  market 
entrants  and  the  general 


public  IP  network  build-out 
which  will  force  prices 
down,"  says  Andrew  Pons- 
ford  of  Datamonitor. 

“Falling  prices  will  in  turn 
drive  internet  traffic  vol- 
umes and  service  uptake. 
This  trend  is  also  good  news 
for  those  enterprises  seeking 
to  move  towards  internet- 
centric business  models,  as 
plunging  backbone  costs  and 
increasing  backbone  capac- 
ity will  drive  cheaper  and 
more  sophisticated  services." 

Internet  technology 
experts  such  as  John  Pat- 
rick, IBM’s  vice  president  for 
internet  technology,  believe 
tbe  substantial  upgrading  of 
the  internet  Infrastructure 
now  under  way  wiD  enable  it 
to  stay  ahead  of  demand. 

This  optimism  is  reflected 
in  projects  such  as  internets, 
a global  network  being 
developed  by  about  100  US 
universities  and  leading  IT 
companies,  including  IBM. 
Its  goal  is  to  develop  the 
technologies  needed  to  sup- 
port high  bandwidths 
required  by  applications 


such  as  Uve  video. 

-Intemet2  is  expected  , to  be  - 
100  to  L000  times  tester  than 
today's  internet  It  will  also 
support  Quality,  of  Service 
(QoS),  allowing  two . host 
computers  to  establish  a con- 
nection with  a guaranteed 
bandwidth. 

However,  as  technology 
gurus  know,  predictions  can 
be  risky.  The  Yankee  Group 
notes:  “Considering  that,  in ■ 
five' short  years,  the  internet 
has  become  a major  platform  * 
for  connecting  Individuals 
and  businesses,  distributing  ' 
information,  conducting 
commerce  and  entertaining 
people,  predicting  what  may 
happen  over  the  next  12 
months  is  a bit  like  (hasing 
a speeding  train." 

But  all  internet  market 
participants,  electronic 
retailers,  content  providers, 
Internet  service  providers, 
interactive  advertising  agen- 
cies and  telecoms  companies 
would  have  to  watch  closely 
for  what  may  be  coming 
down  the  tunnel  “or  risk  get- 
ting run  over”. 
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Investors’  nerves  are 
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in  spite  of  worrying  signs',  that  •■■■ 
internet  stocks  are  over-valued, . . 
many  of  the  leading  analysts  in  the 
sector  remain  bullish  about,  y 
companies’  prospects 
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The  rise  of  internet  stocks 
over  the  past  few  years  is  a 
phenomenon  that  has  few,  if 
any,  parallels  in  stock  mar- 
ket history. 

To  the  extent  that  there 
are  past  parallels,  commen- 
tators usually  choose  to  com- 
pare it  to  irrational  bubbles 
that  have  ended  with  a crash 
- biotechnology  stocks  in 
the  1980s,  electricity  stocks 
earlier  this  century.-  The 
assumption  is  that  the  inter- 
net stocks  must  go  the  same 
way  in  due  course. 

To-  back  up  that  assump- 
tion, there  are  a host  of 
astonishing  figures: 

□ Companies  such  as 
Amazon.com,  the  online 
bookseller,  valued  at  $20bn 
even  though  it  has  never 
made  a profit 

□ Businesses  such  as 
eBay,  the  auctioneer,  valued 
at  2,000  times  prospective 
earnings  estimates. 

□ And  companies  such  as 
Yahoo!,  the  internet  portal, 
that  own  almost  nothing  in 
the  way  of  assets  and  yet 
command  a market  value 
larger  than  that  of  Boeing, 
the  aircraft  manufacturer. 

As  if  more  evidence  was 
needed,  the  indiscriminate 
behaviour  of  many  internet 
investors  backs  up  the  view 
that  this  is  an  investment 
craze  that  will  come  to  a 
nasty  end.  Internet  IPOs  (ini- 
tial public  offerings)  have  set 
a series  of  new  records  for 
the  biggest  ever  first  day 
• jump  in  value. 

Currently,  TheGlobe.com 
— a designer  of  online  chat 
rooms  and  other  “commu- 
nity" sites  - holds  first  place 
with  a 900  per  cent  apprecia- 
tion within  hours  of  the 
shares  coming  to  the  mar- 
ket But  seemingly,  any  new 
Internet  share  is  guaranteed 
a-similar  reception.  - 


Private  investors',  are 
largely  responsible  for  this 
extreme  volatility  - particu- 
iariy  online  investors  who 
use  internet;  • brokerage 
accounts  to  trade  rapidly  in 
and  out  of  internet  stocks. 
These  people  are  largely 
momentum  investors.  They 
care  nothing  about  the  eco- 
nomic fundamentals  under- 
pinning any  business.  They 
look  for  shares  that  are  on  a 
rising  trend  - and  they  buy. 

If  enough  other  people 
buy.  the  sheer  weight  of 
money  helps  propel  the 
share  prices,  ever  higher. 
However,  despite  all  the  wor- 
rying signs,  there  is  still  a 
good  deal  of  doubt  among 
analysts  as  to  whether  inter- 
net stocks  really  are  overval- 
ued. Indeed,  many  of  the 
leading  analysts  in  the  sec- 
tor remain  bullish. 

The  reason  is  that  the 
internet  is  not  just  a stock 
market  phenomenon.  The 
statistics  for  the  growth  of 
the  internet  itself  are,  in 
feet,  just  as  remarkable  as 
the  statistics  on  the  rise  on 
internet  stocks. 

The  internet  has  been 
commercially  available  for 
little  more  than  five  years. 
But  it  is  already  used  by 
over  20  per  cent  of 
Americans  - more  than  80m 
people  - a number  that  has 
doubled  in  the  last  year  and 
continues  to  grow  at  an 
astonishing  rate. . 

Even  more  impressive  are 
the  figures  on  how  users 
regard  the  internet.  A sur- 
vey conducted  by  America 
Online  found  that  of  1.000 
internet  . users,  over  two- 
thirds  said  that  If  they  were 
stuck  on  a desert  island  they 
would  rather  have  an  inter- 
net connection  than  either  a 
TV  or  a telephone. 

- Mary  Meeker,-  internet 
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Stock  market  phenomenon:  traders  watch  screens  on  the  floor  of 
the  New  York  Stock  Exchange  - tanovattve  companies  cm  the 
Internet  stand  a chance  of  becoming  the  mega-corporations  of  the 
online  era,  driving  share  prices  even  higher  ** 


analyst  at  Morgan  Stanley 
Dean  Witter,  the  US  invest- 
ment bank,  quotes  the 
research  in  support  of  her 
continued  optimism  about 
internet  stocks. 

If  the  way  the  internet  is 
developing  continues,  she 
says:  “Shares  of  many  of  the 
leaders  are,  yes,  cheap  - 
why?  It's  simple;  the  market 
opportunities  are  really 
large." 

To  take  one  example. 
Amazon.com  has  about  90 
per  cent  of  the  online  book 
market  The  rate  at  which 
consumers  are  switching 
their  buying  habits  to 
obtaining  books  over  the 
internet  suggests  that  a sub- 
stantial proportion  of  the 
total  book  market  will  trans- 
fer to  the- internet.  The  total 


market  is  worth  about  SSobn. 

There  is  nothing  absurd 
about  the  idea  that  Amazon 
could,  in  a relatively  short 
period  of  time,  be  taking  a 
substantial  percentage  of 
that  market.  Throw  in  its 
success  at  selling  CDs, 
videos  and  its  plan  to  move 
into  a host  of  other  areas, 
and  a $20bn  valuation  starts 
to  look  more  reasonable. 

Yet  not  all  analysts  are  so 
sanguine.  Deutsche  Bank 
has  warned  that  1999  could 
see  a slowdown  in  internet 
growth  which  could  provoke 
a harsh  backlash  from  inves- 
tors. The  German  bank  also 
warns  that  most  internet 
valuations  assume  every 
company  will  execute  its 
business  plan  perfectly. 

Although  most  of  the 
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internet  leaders  have  so  far 
managed  to  beat  every 
expectation,  there  are  bound 
to  be  some  disappointments. 
Almost  everyone  expects  to 
see  some  of  the  second  line 
internet  stocks  run  into 
trouble  this  year. 

There  is  simply  not  room 
enough  in  the  market  for  all 
of  them  to  produce  the  reve- 
nue growth  they  are  seeking. 
Some  of  the  less  popular 
media  sites  are  already 
struggling  to  attract  adver- 
tising revenues.  Any  disap- 
pointment could  easily  trig- 
ger a flight  from  the  sector, 
causing  a sharp  correction. 

Most  commentators  expect 
the  market  to  continue  to  be 


extremely  volatile.  Some 
even  anticipate  an  extended 
period  of  subdued  perfor- 
mance following  the  aston- 
ishing performance  in  1998. 
The  first  quarter  of  1999  has 
already  shown  signs  of 
weakness. 

However,  the  growing  con- 
sensus is  that  the  internet 
stock  boom  will  not  prove  to 
be  simply  another  instance 
of  tulipmania.  The  leading 
companies  of  the  internet, 
such  as  America  Online. 
Yahoo!  and  Amazon,  stand  a 
good  chance  of  becoming  the 
mega-corporations  of  the 
internet  era.  If  so.  there  is 
plenty  of  scope  for  the  share 
- prices  io  rise  even  higher. 
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INTELLECTUAL  PROPERTY  by  Philip  Manchester 


BROADBAND  ACCESS  by  Paul  Taylor 


The  fight  for  protection  Online  rules  will  be 
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Keeping  track  of  copyright  infringement  is 
a struggle  as  digital  technology  simplifies 
the  copying  of  all  types  of  data 


Advances  in  technology 
have  always  threatened 
vested  interests.  Copyright 
owners  have,  perhaps,  suf- 
fered more  than  most  in  the 
last  half  century.  Successive 
waves  of  technology  from 
the  photocopier  to  the  digital 
computer  have  made  copy- 
ing easy  and  copyright  pro- 
tection difficult. 

Digital  technology  poses  a 
double  threat.  Firstly,  any 
intellectual  property 
encoded  as  a digital  data 
stream,  can  be  copied  “per- 
fectly”. Secondly,  when  com- 
bined with  the  internet,  digi- 
tal technology  also  threatens 
traditional  methods  of  distri- 
bution. Test,  images,  audio, 
video  - even  software  - are 
increasingly  distributed  elec- 
tronically. Researcher  Jupi- 
ter Communications  expects 
worldwide  online  music  rev- 
enues to  reach  $l.6bn  by 
3002. 

Current  technology-based 
protection  methods  - such 
as  digital  watermarks  and 
anti-copying  devices  - only 
deal  with  part  of  the  prob- 
lem. international  proposals 
to  update  legislation  and 
prevent  breach  of  copyright 
are  in  the  pipeline.  But 
many  loopholes  remain  and 
some  proposed  legislation 
could  delay  the  expansion  of 
electronic  commerce. 

This  is  not  new,  of  course. 
Copyright  owners  have 
always  fought  hard  to  pro- 
tect their  rights  - often  by 


stiffing  technology.  Publish- 
ers tried  to  restrict  photo- 
copiers In  the  1960s.  The 
recording  industry  fought 
hard  to  stop  development  of 
the  magnetic  cassette  record- 
ers - and  every  subsequent 
Innovation  in  recording  tech- 
nology. film  makers  tried  to 
stop  the  spread  of  low  cost 
video  cassette  recorders. 

Yet  despite  the  threat  to 
intellectual  property,  the 
technology  spread  and  the 
industries  thrived.  Last  year 
MP3,  a technique  for  audio 
data  compression,  became  a 
cause  celibre  for  the  record- 
ing industry. 

MP3  cuts  the  number  of 
bits  needed  to  carry  stereo 
audio  signals  so  that  only 
about  a megabyte  of  memory 
is  needed  for  a minute's 
worth  of  CD-quality  digital 
audio  - a tenth  of  the  size 
needed  for  a conventional 
digital  audio  file.  MP3  makes 
high-quality  audio  transmis- 
sion over  the  internet  possi- 
ble and  opens  up  a new  and 
virtually  free  distribution 

fihnnnri 

The  arrival  of  the  first  por- 
table MP3  player  last  year 
met  with  rails  to  ban  such 
devices  and  a clamp  down 
on  web  sites  carrying  copy- 
right MP3  material  But  in 
February,  Lycos,  the  inter- 
net search  directory  com- 
pany. estimated  that  over 
500,000  MP3  files  were  avail- 
able on  the  internet. 

"They  thought  they  could 


kill  it  - but  in  the  last  six 
months  it  has  become  clear 
that  they  can’t,”  says  Domi- 
nic CameTon  founder  and 
director  of  AZTEC  internet, 
a European  digital  media 
consultancy.  A recently 
announced  alliance  between 
InterTrust,  a specialist  in 
data  protection,  and  Ger- 
many’s Fraunhofer  Institute 
- the  main  architect  of  the 
MP3  technology  - could 
allay  some  of  the  recording 
industry's  fears. 

Limitations  of 
anti-copying 

InterTrust  and  Fraunhofer 
aim  to  build  anti-copying 
features  into  the  MP3  tech- 
nology, making  it  impossible 
to  re-copy  MP3  files  taken  off 
the  internet.  Mr  Cameron 
acknowledges  that  anti-copy- 
ing will  help,  but  notes  that 
there  are  limitations.  “Anti- 
copying  has  been  quite  suc- 
cessful at  protecting  anal- 
ogue satellite  television  con- 
tent. There  are  moves  to 
apply  similar  technology  to 
digital  content,  but  it  is 
more  difficult.” 

Anti-copying  measures  can 
also  pose  a threat  to  the 
advance  of  electronic  com- 
merce. Nana  Mouskouri,  the 
Greek  pop  singer  and  mem- 
ber of  the  European  parlia- 
ment, threw  Europe’s  IT 
industry  into  a panic  earlier 
this  year  over  proposed  mea- 
sures to  prevent  “caching” 
of  copyright  data  in  web 
server  computers.  Caching  is 
a technique  used  to  speed  up 
web  access  by  storing  copies 


of  data  on  alternative  serv- 
ers. The  measures,  now 
under  consideration  by  tbe 
European  parliament,  call 
for  caching  to  be  outlawed. 
IT  industry  lobbyists  say 
this  is  an  unfair  restriction 
and  will  prejudice  the  perfor- 
mance of  the  internet. 

“All  the  brouhaha  is  really 
nothing  to  do  with  caching; 
it  is  more  about  tbe  worry 
over  MP3,”  says  David  Grif- 
fiths. European  managing 
director  of  InfoLibria.  a US 
specialist  in  web  caching 
systems.  "The  point  is  that 
caches  don't  exist  for  MP3 
content.  If  you  really  want  to 
protect  intellectual  property 
then  you  don't  allow  it  to  be 
copied  to  a cache.” 

He  believes  that  the  legis- 
lation is  unnecessary 
because  there  are  many 
other  ways  that  copyright 
owners  can  protect  their 
interests.  “You  can  use  a 
password  system,  then  trans- 
mit tbe  content  using  a file 
transfer  or  some  other  mech- 
anism that  only  allows 
authorised  people  to  access 
the  content.” 

Frank  Cona.  president  of 
IF  Warehouse,  the  US-based 
intellectual  property  protec- 
tion specialist,  says  automa- 
tion can  also  help  in  policing 
copyright  infringement  “We 
specialise  in  monitoring 
infringement  on  tbe  inter- 
net. It  would  be  impossible 
to  do  this  manually,  so  we 
have  a program  that  exam- 
ines web  pages  and  checks 
for  any  copyright  infringe- 
ment. Any  infringing  web 
pages  are  time-stamped, 
stored  and  used  as  evidence 


of  copying.  The  US  courts 
have  accepted  this  as  evi- 
dence and  it  has  led  to  suc- 
cessful prosecutions.” 

John  Frank,  director  of 
law  and  copyright  affairs  lor 
Microsoft  Europe,  sees 
encryption  as  one  of  the  best 
methods  of  protecting  intel- 
lectual property  in  the  new 
environment. 

He  also  argues  that  legisla- 
tors must  take  a broader 
view  of  the  technology  and 
□ot  penalise  the  manufactur- 
ers. “Tbe  heated  debate  in 
Brussels  and  Strasbourg 
over  copyright  has  led  to 
some  good  changes  in  tbe 
law.  But  tbere  is  still  some 
work  to  do  in  tbe  technical 
measures.  Tbe  PC  should 
not  be  seen  as  a circumven- 
tion device  for  infringing 
copyright  and  encryption 
services  will  enable  people  to  , 
protect  their  intellectual  . 
property.”  i 

While  he  accepts  that  it  is  : 
difficult  to  protect  intellec- 
tual property  in  the  new 
environment  - regardless  of 
what  legislation  is  in  place  - 
Mr  Frank  points  to  the  soft- 
ware industry  as  a success- 
ful model  of  effective  polic- 
ing. “The  legislation  is  all 
very  well  - the  hard  part  is 
effective  protection  and 
deterrents.  The  Business 
Software  Alliance,  a group  of 
software  vendors  that  have 
joined  together  to  fight  soft- 
ware piracy,  is  bringing 
cases  of  software  copyright 
infringements  and  showing 
it  can  be  done.  But  we  still 
need  more  effective  deter- 
rents like  jail  sentences  and 
confiscation  of  assets.” 


rewritten  as  speeds 
rise  dramatically 


Livelier  content  and  improved  services  will 
transform  the  internet  when  users  are  no 
longer  constrained  by  slow  access 


CONTENT  SAFEGUARDS  by  Michael  Dempsey 


Data  freedom  has  its  risks 


Online  abuses  have  become  the  target  of 
those  seeking  to  preserve  their  reputation 
and  protect  the  integrity  of  the  internet 


New  employees  at  Zeneca, 
the  UK  pharmaceuticals  and 
agrochemicals  giant,  are 
being  asked  to  sign  a code  of 
conduct.  Its  purpose  is  not  to 
regulate  the  way  they 
behave  but  to  lay  down  the 
way  they  should  use  the 
internet 

The  code  points  out  the 
risks  involved  if  staff  access 
sites  that  contain  illegal  or 
objectionable  material.  It 
states  that  internet  use  is 
being  granted  for  business 
purposes  only. 

It  thus  allows  Zeneca  exec- 
utives to  demonstrate  to 
third  parties  that  the  com- 
pany has  tbe  best  intentions 
in  allowing  its  staff  onto  tbe 
world  wide  web.  Above  all,  it 
shows  that  large  corpora- 
tions are  beginning  to 
acknowledge  the  risks  of  per- 
mitting unfettered  internet 
access. 

Nick  Lockett,  a London- 
based  lawyer  with  the  US 
law  firm  of  Sidley  and  Aus- 
tin, specialises  in  the  impact 
of  information  technology  on 
legal  liability.  Asked  to  high- 
light the  biggest  risk  to 
widespread  use  of  the  inter- 
net, he  says:  “There  are  all 
sorts  of  issues  here,  but  the 
main  idea  is  to  prevent  legal 
liability  coming  back  to  the 
employer.  This  happens 
through  incidents  where 
staff  send  out  illegally  cop- 
ied software  via  e-mail,  or 
where  an  e-mail  contains 


libellous  or  defamatory 
statements.” 

Mr  Lockett  regularly  briefs 
clients  on  the  implications  of 
e-mail  and  web  use,  helping 
to  create  a practical  internal 
policy  for  using  this  technol- 
ogy, while  avoiding  the  legal 
traps  that  go  with  it  Why 
have  there  been  relatively 
few  cases  at  companies  being 
sued  for  employee  activity 
over  the  internet? 

"I  think  a lot  of  companies 
are  being  lucky.  We  are 
beginning  to  see  cases  in  the 
US  where  a firm  is  sued  and 
e-mail  records  are  seized.” 
He  is  very  concerned  that 
employees  are  failing  to 
grasp  the  full  significance  of 
e-mail. 

An  e-mail  communication 
has  the  same  weight  in  law 
as  a letter  on  company  note- 
paper.  Yet  many  staff  are 
sending  highly  controversial 
opinions  over  e-mail  in  the 
belief  that  this  is  an  invisi- 
ble form  of  communication. 
This  is  extremely  dangerous. 
“If  you  wouldn't  put  some- 
thing in  an  internal  memo, 
then  don't  put  it  on  an 
e-mail,”  says  Mr  Lockett 

Sidley  and  Austin's  recom- 
mended policy  on  e-mail 
stresses  that  “infringement 
of  intellectual  property 
rights  does  not  require 
knowledge”.  This  is  a senti- 
ment echoed  by  Nefi  Barrett 
a senior  scientist  at  Bull,  the 
French  computer  group,  who 


has  a special  interest  in  the 
security  of  electronic  com- 
munications. 

“You  can  be  open  to  court 
action  due  to  emails,  offen- 
sive advertising  or  incite- 
ment to  racial  hatred. 
Almost  anything  which  is 
considered  an  offence  out- 
side of  the  world  of  comput- 
ers is  an  offence  when  it’s 
online.” 

This  message  was  brought 
home  forcefully  by  a court  in 
Portland,  Oregon,  in  Febru- 
ary. A group  of  US  anti-abor- 
tion activists  bad  posted  the 
names  and  addresses  of  sur- 
geons working  in  abortion 
clinics  on  a web  site.  Those 
doctors  and  clinic  staff  mur- 
dered by  fanatics  had  a crass 
drawn  through  their  per- 
sonal details. 


Damages 


After  seven  murders  at 
clinics  during  a five-year 
period,  the  court  ruled  that 
the  way  in  which  personal 
details  were  posted  consti- 
tuted threats.  The  group  was 
ordered  to  pay  $l07m  in 
damages  for  putting  out 
what  dearly  amounted  to  a 
hit  list. 

Intervention  by  the  US 
legal  system  in  defining 
acceptable  content  is  symp- 
tomatic of  an  international 
trend.  Tbe  internet  devel- 
oped in  an  academic  and 
intellectual  environment  on 
the  west  coast  of  tbe  US, 
where  liberalism  translates 
into  tolerance  for  all  forms 
of  content,  however  extreme. 
This  extends  to  material  that 


most  people  would  find 
highly  offensive. 

As  the  internet  moves  out 
into  a wider  community, 
however,  boundaries  are 
being  drawn.  Australia,  for 
example,  is  Introducing  a 
law  that  will  make  internet 
service  providers  (ISPs) 
legally  liable  for  editorial 
content.  In  France,  the  gov- 
ernment has  placed  an  obli- 
gation on  the  companies  that 
provide  points  of  access  to 
the  web  to  provide  software 
for  clients  that  enables  the 
blocking  of  certain  services. 

Now  under  debate  in  Ger- 
many is  the  Information  and 
Communications  Services 
BiD.  This  is  particularly  con- 
cerned with  the  proliferation 
of  neo-Nazi  material  and 
propagation  of  the  “Holo- 
caust Lie”,  the  denial  by 
some  right-wing  extremists 
that  the  Holocaust  ever  took 
place.  The  bill  proposes  that 
ISPs  must  take  responsibil- 
ity for  content 

At  Planet  Online,  which 
claims  to  be  the  largest  hos- 
ter  of  web  sites  in  Europe  - 
operating  over  2.000  sites 
and  running  the  FreeServe 
internet  service  for  Dixons, 
the  UK  consumer  electronics 
retailer  - managing  director 
John  Beaumont  rejects  the 
idea  that  he  should  take 
responsibility  for  content. 
“Censorship  is  not  the  role 
of  an  ISP.  It  is  the  job  of 
government.  There  are  some 
areas  that  clearly  do  need 
control  in  order  to  protect 
the  customer,  but  the  ISP  is 
not  the  right  body  for  that 
control,” 


Mr  Beaumont  argues  that 
the  use  of  employment  con- 
tracts is  one  way  to  encour- 
age “the  sort  of  behaviour 
you  would  expect  from  your 
people”. 

Zeneca  uses  a computer 
program  called  Cyber  Patrol 
- supplied  by  The  Learning 
Company  (TLCj  of  the  UK  - 
to  help  it  reinforce  its  code 
of  conduct  This  resides  at 
the  firewall  security  control 
on  Zeneca's  internet  gate- 
ways and  works  by  measur- 
ing internet  access  requests 
against  its  own  list  of  pro- 
hibited sites. 

Users  specify  a series  of 
categories  such  as  violence/ 
profanity  that  allow  Cyber 
Patrol  to  filter  incoming 
messages.  The  critical  aspect 
of  this  software  is  that  TLC 
updates  the  filter  on  a 
weekly  basis,  compiling  new 
lists  of  banned  material  as 
fresh  sites  emerge  and 
extreme  groups  redraw  their  , 
entries. 

Alan  Pickup,  a network 
manager  at  Zeneca,  says 
Cyber  Patrol  was  introduced 
two  years  ago.  “We  have 
around  half  of  our  desktop 
PCs  enabled  to  access  the 
internet.  This  software  just 
gives  us  an  added  assurance 
that  staff  are  following  best 
practice.  If  they  try  to  log  on 
to  a banned  site,  they  get  a 
message  popping  up  to  tell 
them  that  access  is  barred.” 

Mr  Pickup  says  staff  have 
not  complained  about  cen- 
sorship. “Generally,  people 
get  tbe  message  tbe  first 
time  they  see  the  ‘access 
barred'  screen." 


. Internet  access  will  undergo 
a radical  transformation 
over  tbe  next  few  years  as 
current  business  and  con- 
sumer access  methods  are 
replaced  by  high-speed 
“broadband”  technologies 
such  as  cable  modems.  xDSL 
(digital  subscriber  line)  and 
wireless  systems. 

These  technologies  will 
enable  internet  access  at 
speeds  of  up  to  IGMb/s 
(Megabits  per  second),  in 
other  words  several  hundred 
times  as  fast  as  today's 
' quickest  “narrowband" 
modems,  and  provide 
“always  on"  connections. 

As  a result,  they  have  the 
potential  to  transform  the 
internet  by  delivering  multi- 
media-rich services  and 
electronic  commerce. 

“The  long-awaited  techno- 
logical discontinuity  known 
as  broadband  is  about  to 
rewrite  the  rules  of  tbe  inter- 
net access  game."  say  the 
authors  of  a McKinsey  Quar- 
terly article  called  The  Last 
Mile  to  the  Internet. 

“Downloading  web  pages 
with  narrowband  technology 
has  been  likened  to  sucking 
jello  through  a straw.”  the 
McKinsey  authors  say. 

“Broadband  technologies, 
on  the  other  hand,  promise 
to  deliver  crisp  text,  video 
and  sound  as  quickly  as  if 
the  user  were  watching  tele- 
vision.” 

Tbe  launch  of  broadband 
access  technologies,  which 
has  already  begun  in  the  US 
and  some  parts  of  Europe, 
also  has  the  potential  to 
restructure  tbe  emerging 
internet  access  business. 

“Having  overcome  their 
initial  reluctance  to  join  tbe 
fray,  cable  telephone  and 
satellite  companies  are  now 
competing  in  a quickening 
race  to  deliver  broadband 
service  to  personal  comput- 
ers in  consumers’  homes,” 
said  tbe  report. 

This  race  is  set  to  trans- 
form the  users,  tbe  technol- 
ogy and  the  economics  of 
internet  access. 

In  particular,  the  new 
technology  is  able  to  create  a 
broadband  “last  mile"  to  the 
borne  that  can  be  used  by 
cable  and  other  companies 
to  attack  tbe  narrowband 
local  loop  in  which  tbe 
regional  Bel!  operating  com- 
panies in  the  US  have  long 
held  monopoly  privileges. 

“Since  America  Online 
and  other  internet  service 
providers  have  no  automatic  i 
or  guaranteed  access  to  cus- 
tomers who  use  broadband 
technology  to  get  onto  the  i 
internet,  broadband  may  i 
have  tbe  power  to  determine  ' 
who  wins  and  who  loses  in  | 
the  internet  access  indus-  1 
try."  < 

Similarly,  Goldman  Sachs  i 
analysts,  in  a new  report  on  i 
internet  portals  in  Europe,  t 
note  that  "the  key  differen-  j 
hating  factors  between  ISPs 
will  be  data  capacity  and  i 
speed...  there  are  many  dif-  i 
ferent  networks  vying  to  t 
become  the  one  of  choice".  c 
The  technologies  under-  d 


pinning  broadband  internet 
access  have  been,  around  for 
several  years,  but  have  only 
recently  begun  to  be 
deployed. 

In  the  US  and  Europe,  tele- 
communications operators 
have  been  reluctant  to 
deploy  new  broadband 
access  technologies.  This  is 
because  of  their  concerns 
that  it  would  cannibalise 
their  highly  lucrative  ISDN 
(integrated  services  digital 
network)  and  leased-line  ser- 


people  connect  However,  in 
some  countries,  such  as  the 
UK,  where  most  cable  opera-  , 
tors  installed  two  “twisted 
pair”  phone  lines  along  with 
their  hybrid  coax/fibre  net- 
works, cable  companies 
could  also  choose  to  offer 
ADSL  connections  to  home 
consumers. 

More  and  more  wireless 
competitors  are  betting  on 
local  multipoint  distribution; 
systems  (LMDS),  multichan- 
nel multipoint  distribution 
systems  (MMDS),  satellite 
technologies  and  new  tech- 
nologies like  power  lin? 
systems  which  use  existing 
electricity  lines. 
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vices  including  T1  lines  in 
the  US  and  El  links  in 
Europe  which  are  offered  to 
business  customers  at  pre- 
mium rates. 

Cable  TV  companies  have 
often  been  constrained  by  a 
lack  of  funds,  as  in  Britain 
where  tbe  systems  are  rela- 
tively new,  or  by  the  need  to 
upgrade  ageing  infrastruc- 
ture in  many  continental 
European  countries  and  the 
US. 

The  McKinsey  authors 
argue  that  tbe  competitive 

The  race  Is  on  to 
become  the 
dominant 
broadband  access 
technology* 


landscape  has  been  changed 
by  the  arrival  of  digital  satel- 
lite services  in  the  US  and 
now  across  Europe,  which 
has  forced  cable  operators  to 
accelerate  the  upgrading  of 
their  systems  in  order  to 
remain  competitive  - an 
upgrade  which  also  enables 
them  to  offer  high  speed  two 
-way  internet  access  at  rela- 
tively low  costs. 

Broadband  internet  access 
is  based  upon  several  tech- 
nologies, each  backed  by  a 
different  industry  group. 
Telecoms  operators  are  back- 
ing xDSL  technology  which 
itself  comes  in  several  differ- 
ent “flavours”  including 
ADSL  (asynchronous  DSL), 
which  typically  provides  up 
to  8Mb/s  over  existing  cop- 
per telephone  lines. 

Meanwhile,  the  cable  com- 
panies are  backing  cable 
modems  which  can  offer  up 
to  lOMb/s  over  a shared 
cable  network,  although 
data  rates  fall  as  more 


“Of  these  technologies,  «■ 
cable  modems  and  xDSL  are 
the  most  viable  in  the  next ., 
three  to  five  years”  say  the  ■ 
McKinsey  consultants. 

“Satellite's  infrastructure  • 
costs  make  it  too  expensive 
for  the  consumer  segment.  , 
Wireless  technologies  that 
might  challenge  cable  „ 
modems  and  xDSL  are  still  . 
in  their  infancy.” 

Meanwhile,  the  cost  of 
cable  and  xDSL  access  is  • 
falling  fast,  bringing  them 
into  the  price  range  of  330  to  . 
$50  per  subscriber  per  ■■ 
month. 

Indeed,  in  areas  where  . 
these  technologies  are  avail- 
able. the  adoption  rates  for 
xDSL  and  cable  are  higher 
than  those  for  comparable 
new  technologies  in  tbe  pasL 
Most  analysts  forecast  that 
the  number  of  broadband 
internet  access  customers 
will  climb  steeply  from 
around  100,000  today  to 
about  12J>m  in  2002. 

So  the  race  is  on  to 
become  the  dominant  broad- 
band access  technology.  . 
According  to  Insight 
Research,  the  US  market 
research  company,  US  inter- 
net consumers  will  spend 
about  $L2bn  on  high  speed 
access  this  year,  but  Insight 
warns  that  consumers  will 
only  be  willing  to  pay  once 
for  a broadband  connection 
device. 

“With  competing  xDSL 
modems  and  cable  modems 
selling  at  around  $S0-$300 
each,  the  broadband  modem  - 
that  reaches  the  mass  mar-  - 
ket  first  will  capture  an  ini-  . 
tial  base  of  customers  who 
will  be  reluctant  to  pay  . 
again  to  switch  technolo- 
gies." 

In  a report  published  a few  " 
months  ago  called  Consumer 
Demand  for  Broadband  Ser-  ; 
vices:  xDSL.  Cable  Modems  - 
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From  previous  page: 

jj™*  W&ietess.  Insight  notes: 

It  is  a race  to  market 
between  the  telcos  with 
xDSL  service  and  competing 
multiple  system  operators 
with  cable  modems." 

The  report  suggests  two 
scenarios.  The  first  asgum*^ 
the  Universal  ADSL  Work- 
ing Group  (UAWG)  develops 
an  xDSL  technology  which 
becomes  a built-in  standard 
for  the  next  PC  generation. 
The  second  assumes  cable 
operators  will  roll  out  sys- 
tem upgrades  and  that  con- 
sinners  will  opt  for  the 
slightly  faster  service  which 
cable  modems  should  pro- 
vide. 

In  both  scenarios,  cable 
modems  are  expected  to  lead 
in  market  share  by  2003. 
“XDSL's  main  advantage  is 
.w  that  it  can  be  marketed  and 
9'  sold  by  the  local  telcos  to  the 
consumer  market  in  the 
same  way  that  they  market, 
other  services,”  says  Robert 
Rosenberg,  Insight’s  presi- 
dent.- “However,  cable 
already  covets  70  per  cent  of 
all  households  [in  the  US] 
and  cable  operators  appear 
to  be  rolling  out  their  high 
-speed  service  faster  than 
the  incumbent  telephone 
companies.” 

The  Strategis  Group, 
another  telecoms  market 
research  company,  suggests 
there  will  be  6.2m  cable 
Tnrvfem  households  in  the  US 
by  2003,  against  about 
1 500,000  today,  and  that  some 
. 9.im  households  will  sub- 
scribe to  a broadband  ser- 
vice by  2003,  making  it  a 
market  worth  $3£hn.  In  con- 
trast, it  believes  there  win 
be  2flm  xDSL  customers  in 
the  US  in  2003,  with  most 
growth  after  next  year. 

The  adoption,  of  GJlla,  a. 
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LEGAL  ISSUES  by  Geoffrey  Nairn 


The  search  for  online  evidence 

Today's  laws  were  mostfy  framed  for  p re- internet  conditions,  but  rapid  changes  are  essential  for  e-commerce  to  flourish 


new  xDSL  standard,  in  Octo- 
ber is  widely  seen  as  crucial 
to  its  growth  prospects.  This 
is  a consumer-oriented  ver- 
sion of  ADSL  and  will  allow 
consumers  to  install  the 
equipment  themselves.  Cur- 
rently. cable  and  xDSL 
modems  need  to  be  installed 
by  technicians. 

As  use  of  xDSL  and  cable 
modems  grows,  most  ana- 
lysts expect  ISDN  leased 
lines  to  lose  market  share. 
Until  now,  ISDN  has  offered 
the  fastest  access  for  most 
home  users,  though  in  some 
markets  such,  as  the  UK, 
high  installation  and  rental 
costs  have  slowed  uptake. 

However,  ISDN  and  stan- 
dard 56Kbps  (kilobits  per 
second)  analogue  modems 
could  also  face  a challenge 
from  wireless  technologies 
and  satellite  links.  In  the 
UK  Tele2,  part  of  Millicom 
International  Cellular,  has 
launched  a 386Kbps  wireless 
service,  (to  be  Increased  to 
2Mbps).  which  it  claims  is  80 
per  -cent  cheaper  than  leased 
lines,  ISDN  and  BTs  High- 
way service. 

Like  other  broadband  ser- 
vices, Tele2’s  service  offers 
an  “always  on”  connection, 
removing  the  need  tor  dial 
-up.  The  company  plans  to 
reach  60  per  cent  of  the  pop- 
ulation by  2003.  . 

Satellite  operators  are  also 
preparing  consumer  broad- 
band services.  A number 
offer  direct  services  aimed  at 
business  users. 

- That  will  change  with  the 
launch  of  low  earth  orbit 
systems  such  as  that 
planned  by  Teledesic  to 
deliver  "affordable,  world- 
wide access  to  fibre -like 
telecommunications  services 
such  as  broadband  Internet 
access,  video-conferencing 
and  interactive  multimedia". 


Governments  have  traditionally 
taken  the  laad  In  rafflng  for  tighter 
regulation  of  the  internet,  but  their 
calls  are  now  being  echoed  by 
many  users  of  the  digital  economy 
as  the  laissez-faire  attitudes  that 
traditionally  prevailed. start  to 
backfire. 

Today’s  laws  mostly  pre-date  the 
internet  and  struggle  to  handle 
issues  such  as  liabffity,  intellectual 
property  and  taxation  in  cyber- 
space. A vivid  demonstration  of  the 
problems  that  can  arise  occurred 
earlier  this  year  in  the  Paris  Court 
of  Appeal,  where  internet  libertari- 
ans confronted  their  nemesis  in  the 
unlikely  shape  of  French  model 
Estelle  Hallyday. 

She  successfully  sued  a small 
French  internet  service  provider 
for  allowing  node  pictures  of  her  to 
be  posted  on  one  of  the  47,000  web 
sites  it  hosted  free  of  charge.  The 
ISP,  called  alttm-org.  has  now  shut 
down  all  its  hosted  websites  to 
avoid  a repeat  of  the  Hallyday  case. 

In  a country  where  liberti  is 
etched  on  every  coin,  the  case  pro- 
voked an  uproar,  not  least  because 
Ms  Hallyday  sued  the  ISP  rather 
than  the  individual  who  bad  posted 
the  pictures.  The  court  decided 
that  the  ISP’s  role  in  hosting  the 
incriminating  web  pages,  albeit 
unknowingly,  was  equivalent  to 
that  of  a commercial  publisher  and 
fined  it  accordingly. 

European  moves 

The  Hallyday  case  was  last 
month  discussed  by  a European 
parliamentary  committee  consider- 
ing a proposal  for  a European 
directive  to  darify  the  legal  issues 
surrounding  ^commerce. 

hi  its  draft  opinion  document, 
the  committee  says:  “[The  case] 
shows  the  need  for  a harmonised 
and  unambiguoiis  regulation  at  the 
European  level,  and  exemplifies . 
the  very  negative  consequences 
that  may  arise  from  a confusion 
between  these  new,  specific  busi- 
nesses of  the  information  society 
anil  their  approximate  traditional 
counterparts,  like  printer  or  pub- 
lisher." 

There  is  how  a growing  recogni- 
tion that  the  laissez-faire  policies 
♦hat  spurred  the  internet’s  early  - 
development  have  created  a dan- 
gerous legal  vacuum  in  cyberspace. 

One  of  the  most  premising  tech- 
nical features  at  the  internet  for 
publishers  -r  the  transfer  of  itigteil 
files  - is  also  one  at  the  most 
threatening- 
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Pw  computer  age  is  omhg  a growing  range  of  legal  Issues  for  IT  mere  and 
suppliers  - now  there  an  fears  that  legbbtois  may  try  to  Introduce  unworkable 
laws  that  stifle  the  Hedging  e-commerce  industry  QuMtanbrUMkihonB 


“Digital  technology  allows  the 
production  of  consistently  perfect 
copies,  in  potentially  infinite  num- 
bers,” says  Peter  Stevens,  in  a UK 
report  on  legal  issues  and  the  web, 
by  Manches,  the  Oxford-based  legal 
firm. 

In  Britain  and  US,  copyright  pro- 
tection arises  automatically  cm  the 
creation  of  orghuil  work.  However, 


dictable  and  often  contradictory 
results. 

One  area  ripe  with  problems  is 
intellectual  property  rights,  which 
are  notoriously  difficult  to  enforce 
over  the  internet  The  music  indus- 
try is  particularly  worried  by  the 
proliferation  of  web  sites 
distributing  copyright  music  using 
the  MP3  file  format,  which  com- 
presses audio  files  to  manageable 
size. 

European  musicians  recently 
petitioned  the  European  Parlia- 
ment to  take  action  to  protect  their 
royalty  streams  from  the  MP3 
pirates.  Playboy  Enterprises  has 
been  one  of  the  most  active  compa- 
nies in  enforcing  copyright  on  the 
internet.  It  has  been  to  court  in  the 
US  on  several  occasions  to  success- 
fully prevent  web  sites  from  ille- 
gally using  photographs  of  its 
frtmous  centrefolds. 

But  victory  in  such  cases  is  for 
from  certain  because  of  the  diffi- 
culty in  applying  conventional 
laws  to  the  virtual  world  of  the 
internet.  Forrester  Research,  the 
US  consultancy  company,  believes 

Europe  Is  at  a serious  disadvantage 
in  this  respect  because  of  its  hotch- 
potch of  national  laws. 


Obstacles 


in  some  countries  copyright 
depends  on  registration,  but  the 
remedies  available  in  an  infringe- 
ment action  are  often  iimti-pd  in 
the  absence  of  registration,  says 
the  Manches  report. 

In  the  absence  of  specific  legisla- 
tion covering  the  internet,  the 
temptation  is  to  ignore  the  problem 
or  apply  existing  laws  with  unpre- 


“The  EU  must  move  fast  to 
remove  the  obstacles  presented  by 
the  current  legal  patchwork  and 
create  a more  predictable  environ- 
ment for  internet  commerce,”  says 
Therese  Terris,  director  of  new 
Tppdia  analysis  in  Forrester's  Euro- . 
pean  office. 

In  a recent  Forrester  survey,  two- 
thirds  of  European  business  lead- 
ers surveyed  felt  that  current  EU 
regulation  was  ineffective  or  even 
detrimental  to  the  development  of 
e-commerce. 

The  EU  has  tried  to  foster  a more 
favourable  e-commerce  environ- 
ment with  directives  to  bolster  or 
harmonise  national  laws. 

One  example  is  the  recent  EU 
directive  on  digital  signatures.  By 
lasting  down  minimum  rules  con- 
cerning security  and  liability,  the 
directive  aims  to  ensure  electronic 
signatures  are  legally  recognised 
throughout  the  EU.  However, 
directives  have  to  be  translated 
into  national  law  in  each  member 
state  and  this  can  be  a slow  pro- 
cess. 

Forrester  estimates  that  unless 
the  obstacles  can  be  removed 
quickly,  Europe’s  internet  economy 
could  be  reduced  by  as  much  as  a 


third  by  2003.  The  current  situation 
of  uncertainty  is  already  causing 
problems,  according  to  those  work- 
ing in  Europe's  fledgling  e-com- 
meroe  industry. 

“Today,  we  are  clearly  at  a dis- 
advantage in  Europe  because  in 
some  countries  there  is  strict  leg- 
islation that  creates  bottlenecks  to 
e-commerce,"  says  Anthony  Bel- 
paire,  chief  executive  of  Global- 
sign,  a Brussels-based  company 
closely  involved  in  digital  signa- 
tures. 

■ Nevertheless,  Mr  Belpalxe  takes 
some  comfort  from  France’s  recent 
decision  to  relax  its  traditional 
strict  stance  on  cryptography  and 
the  UK’s  moves  to  formulate  a 
workable  policy  on  digital  signa- 
tures. 

Globalsign  hopes  to  create  a pan- 
European  network  of  certification 
authorities  (CAs)  that  will  issue 
digital  certificates  to  consumers, 
traders  and  government  agencies. 
These  certificates  could  be  used  to 
sign  and  encrypt  communlcati »ns 
over  the  internet,  including  confi- 
dential e-mails,  online  purchases 
and  dealings  with  government 
departments. 

The  European  market  for  digital 
certificates  could  be  worth  $6S6m 
by  200 L according  to  Datamonitor, 
the  research  company,  but  Global- 
sign  fears  this  market  will  not 
materialise  unless  urgent  action  is 
taken  to  address  Europe’s  frag- 
mented digital  signature  policy  and 
issues  such  as  “crosscertification’' 
- the  process  whereby  certificates 
Issued  in  one  country  are  automati- 
cally recognised  by  a CA  of 

anirfhar  country. 

The  issues  surrounding  dig- 
ital signatures  and  ^commerce  in 
general  are  complex  and  as  the 
market  is  still  very  gmaii  - online 
sales  account  for  less  than  1 per 
cent  of  retail  sales  in  the  US  - 
there  is  an  obvious  tendency  to  let 
taissezfaire  attitudes  prevail.  There 
is  also  a powerful  lobby,  particu- 
larly vocal  in  the  US,  which  wor- 
ries that  legislators  might  intro- 
duce unworkable  laws  that  stifle 
the  fledgling  commerce  industry. 

One  of  the  lobby’s  achievements 
has  been  a three-year  moratorium 
on  internet  taxes  in  the  US.  Nev- 
ertheless, for  the  foil  potential  of 
e-commerce  to  be  realised,  new  leg- 
islation is  clearly  needed,  both  to 
address  the  problems  that  are  now 
emerging  and  to  create  a climate  of 
certainty  that  will  encourage  busi- 
nesses to  invest  in  the  new  digital 
economy. 
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You ways  had  short  arms  and 


sure  enough,  you  can't1  catch  a cab  to  save  your  life . 
Meanwhile,  your  wife  is  waiting,  waiting,  waiting. 
Enter  e-services.  You  send  out  a signal  on  your  PDA. 
Global  positioning  pinpoints  your  location.  Instantly, 
your  electronic  request  for  a cab  is  bid  out  and 
matched  to  transportation  services  around  the  erty 
based  on  rates  and  proximity  to  you.  You're  given 
the  option  of  a cab  (five  minutes  a way)  or  a limo  (ten 
minutes  away).  You  opt  for  speed  (wise  man).  You  have 
a few  minutes  to  tall,  and  since  you’re  not  frantically 
trying  to  throw  yourself  in  front  of  a cab,  you  duck 
into  a flower  shop  (very  wise  man).  As  you  emerge, 
your  ride  pulls  up.  Think  about  this.  Soon  there  will 
be  a plethora  of  services  seamlessly  and  invisibly 
linked  to  the  Internet.  Services  that  you  can  charge  for. 
Electronic  services.  The  next  chapter  of  the  internet  is 
about  to  be  written.  The  service-based  economy  is 
about  to  explode.  And  it  . will  have  nothing  to  do 
with  you  working  the  Web.  Instead,  the  Internet  will 
work  for  you.  wwwiip.com/e-services 
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The  next  E.  E-services. 
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PORTALS  by  Christopher  Price 


The  view  through  the  gateway 

As  online  activity  takes  off,  internet  search  engines  are  trying  to  entice  web  site  visitors  to  stay  longer  and  sample  their  services 


When  GIobalvi5ion.com.  a 
small  British  multimedia 
group,  paid  a record  $2m  last 
month  for  three  internet 
domain  names,  there  was  an 
air  of  inevitability  about 
what  it  planned  to  do  with 
its  acquisitions. 

London.com,  England.com 
and  Britain.com  would  be 
developed  as  the  “portal 
sites  for  the  best  of  Britain.” 
according  to  Steve  Potter. 
GlobaJvision.com's  youthful 
president. 

The  UK  group  was  just  the 
latest  to  hit  upon  portals  as 
the  basis  for  its  new  internet 
venture.  They  have  become 
the  focal  point  of  hundreds 
of  internet  business  models, 
from  online  giants  like 
Yahoo!  to  tiny  British  start- 
ups like  GlobalvT5ion.com. 

At  first  glance,  it  is  not 
hard  to  see  why.  Internet 
search  engine  groups  guide 
millions  of  internet  users 
through  the  maze  of  the 
world  wide  web  and  initially 
made  their  first  revenues 
from  advertising  and  some 
channelling  of  “eyeballs"  to 
paying  sites. 

However,  it  gradually 
dawned  on  them  that  if  they 
could  hold  the  users  of  their 
services  as  long  as  possible. 


they  would  be  able  to  extract 
more  revenues  from  adver- 
tisers, sponsors  and  elec- 
tronic commerce  vendors. 

In  part,  this  was  a reaction 
to  the  emerging  popularity 
of  internet  community  sites, 
modelled  on  the  success  of 
America  Online.  By  attract- 
ing visitors  as  members  and 
offering  them  a myriad  of 
services,  from  shopping  and 
chat  rooms  to  the  ability  to 


The  search  engine  groups 
have  also  been  vying  for  new 
services  to  put  on  their  por- 
tals - financial  news,  sports 
news,  financial  services, 
e-commerce  opportunities, 
weather  and  stock  prices,  to 
name  just  a few. 

And  as  if  to  underline  the 
community  strategy,  the  big 
search  engine  groups  have 
been  acquiring  community 
sites.  The  biggest  deal,  the 


in  the  same  quarter  of  last 
year.  Revenues  nearly  tri- 
pled to  $76. 4m. 

Meanwhile,  the  other  big 
search  engine  groups  have 
become  acquisition  targets, 
i i Home,  the  internet  service 
provider,  paid  S6-~bn  for 
Excite,  while  Lycos  is  in 
merger  talks  with  USA  Net- 
works. AOL’s  purchase  of 
Netscape  was  in  part  driven 
by  the  attraction  of  its  Net- 


post  their  own  web  pages center  portal. 


the  community  sites  have 
grown  rapidly. 

Over  the  past  18  months, 
the  search  engines  have 
begun  reinventing  them- 
selves as  portals,  or  gate- 
ways. to  tbe  web  - and  set 
about  designing  their  entry 
pages  to  keep,  entertain  and 
inform  users  as  long  as  pos- 
sible. 

Viewers  are  encouraged  to 
create  tbeir  own  home 
pages,  courtesy  of  the  search 
engine  they  are  using,  in 
order  that  the  information 
they  previously  sought  regu- 
larly now  arrives  on  their 
screen  without  searching. 
All  the  big  search  engines 
have  followed  this  concept 
Excite  with  My  Excite,  for 
example,  and  Yahoo!  with 
My  Yahoo! 


The  internet 
world  moves  fast. 
Today’s  fad  is 
tomorrow's 
history’ 


S4.7bn  acquisition  of  GeoCi- 
ties.  was  struck  by  Yahoo!  in 
January. 

It  is  a strategy  which  has 
paid  off  well  for  tbe  new 
internet  portals.  Yahoo! 
reported  net  profits  of  $25m 
and  earnings  of  21  cents  a 
share  in  tbe  fourth  quarter 
of  1998.  up  sbarply  on  tbe 
81.3m  of  profits  and  2 cents 
per  share  earnings  reported 


Compaq  is  also  seeking  to 
cash  in  on  the  tread  by  list- 
ing tbe  Alta  Vista  search 
engine/portai  it  acquired 
through  the  purchase  of  Dig- 
ital Equipment. 

However,  some  of  these 
deals  herald  a threat  for  the 
existing  portals  and  search 
engines.  Deals  such  as  those 
involving  uyHome  and  AOL 
reflect  a move  into  the  portal 
space  by  the  internet  service 
providers,  and  it  is  a trend 
which  is  also  being  seen 
elsewhere. 

In  the  UK.  for  example. 
Freese  rye.  the  ISP  owned  by 
Dixons,  the  retail  group,  has 
become  the  biggest  in  tbe 
country  by  virtue  of  its  sub- 
scription-free offering.  How- 
ever. to  pay  for  the  service. 
Freeserve  has  turned  itself 


into  a portal  as  well,  offering 
a multitude  of  e-commerce 
services,  as  well  as  advertis- 
ing and  sponsorship. 

Other  ISPs  have  been 
forced  to  follow  suit.  Virgin 
and  British  Telecommunica- 
tions. two  of  the  biggest  ISPs 
in  the  UK  market,  recently 
announced  not  only  the  can- 
cellation of  subscription 
charges  but  also  an  expan- 
sion of  their  web  services. 

Tbe  fact  that  groups  like 
BT  are  joining  Excite  and 
Yahoo!  in  expanding  their 
content  underlines  the  con- 
solidation in  the  market  and 
the  finite  amount  of  adver- 
tising and  sponsorship  in  tbe 
internet  market,  analysts 
believe. 

And  while  the  portal  mar- 
ket is  being  squeezed  from 
underneath  by  the  ISPs,  the 
media  companies  and  tele- 
coms groups  - anxious  too 
not  to  miss  out  on  a share  of 
the  emerging  internet  mar- 
ket - are  swooping  down 
from  above. 

However,  as  the  market 
matures  and  users  become 
more  sophisticated,  analysts 
believe  that  tbe  portal  mar- 
ket could  fragment  around 
different  segments. 

“This  portal  gold  rush 


should  be  viewed  as  one  stop 
towards  a wider  evolution," 
says  Gartner  Group,  the 
research  house. 

“The  internet  world  moves 
fast:  today's  fad  is  tomor- 
row's ancient  history.  We 
project  that  the  current 
attractiveness  of  such  gen- 
eral interest  portals  as 
Yahoo!  and  Lycos  will  fade 
as  the  portal  evolves 
towards  more  niche-interest 
portals. " 

These  will  aggregate  con- 
tent for  specific  communities, 
of  interest,  Gartner  believes, 
such  as  the  medical  profes- 
sion, and  stock  traders.  “By 
2000,  niche  portals  will 
replace  portals  as  the  most 
desirable  piece  of  cyber  real 
estate,"  it  adds  in  a recent  I 
report. 

This  will  be  good  news  for  I 
those  such  as  Globalvi- 
sion.com.  The  company 
intends  to  use  its  three  sites 
as  portals  offering  links  to 
sites  that  visitors  to  Britain 
would  find  useful,  such  as 
accomodation,  gifts,  excur- 
sions and  car  hire.  It  intends 
to  offer  potential  partners, 
who  have  links  from  the 
sites,  a revenue-sharing  deal 
dependent  on  how  much 
business  the  sites  generate. 
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Concerns 
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overdone 

Companies  need  to  tacWe  the  security 
issue  in  a more  systematic  way 
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GET  CLOSER 
TO  YOUR  CUSTOMERS. 


DIGITAL 

NERVOUS 

SYSTEM 


Whatever  business  you're  in,  you’ll  understand  the  need  to  find  and  keep  profitable  customers. 

That's  why  many  forward  thinking  companies  are  already  using  the  Internet,  not  only  as  an 
additional  sales  channel  but  also  to  share  information  and  build  closer  relationships  with  their 
customers,  suppliers  and  other  trading  partners. 

Microsoft's  partners  are  experienced  in  building  cost-effective  eCommerce  solutions  for  UK 
companies  that  deliver  genuine  business  value  within  realistic  timeframes.  So  whether  you  are 
looking  to  streamline  your  corporate  procurement  or  enable  value  chain  trading,  our  partners' 
solutions,  built  on  the  Microsoft  platform,  will  give  you  the  flexibility  for  whatever  the  future  may  hold. 

To  find  out  how  our  partners  have  helped  companies  like  Salisbury's.  HMV,  Woolwich  Building 
Society  and  Carphone  Warehouse  to  get  closer  to  their  customers,  call  0345  00 1000  ext  511 
for  the  Microsoft  ECommerce  Executive  Summary  or  visit  www.microsofLconyuly'ecommerce/ 


BUSINESS  EVOLUTION  FOR  THE  DIGITAL  AGE 


Y.'nere  do  you  worst  to  go  tod.iy"* 


Microsoft 


WWW  .micrQS0ft.com, ‘ 1 uk.f  ecommerce/ 


Is  security  over  open  industrialised  nations,  Tbe 
networks  such  as  the  inter-  result  is- a project  caDed- 
net  a problem  or  not?  Semper  (secure  electronic 
Experts  disagree.  A recent  marketplace  for^  Europe*, 
pan-European  research  which  began  in  September 
report  from  KPMG  Manage-  J995  and  reported,  last 
ment  Consulting  cites  seen-  December.  ■ 

rity  concerns  as  the  number  Semper  is  a collaborative 
one  barrier  to'  electronic  effort.  It  embraces  parties 
commerce:  a quarter  of  from  the  information  tech- 
respondents  agree.  oology  industry,  including 

But  Mark  Johnson,  a IBM.  the  commercial  sector - 
EPMG  partner,  believes  that  - Germany's  Commerzbank 
security  is  an  over-byped  and  Norway's  SINTEF  Tfele- 
issue.  “The  tools  for  over-  com  and  Informatics  are  two 
mming  security  risks  are  recent  additions  — the  aca-_ 
available  but  it  remains  sub-  demic  community,  such  as  - 
ject  to  media  hype".  The  the  universities  of  Dorf. 
media,  for  its  part,  might  mund.  Freiberg  and  Saar- 
justify  the  hype  as  being  a brQcken,  and  the  European, 
result  of  the  confusion.  Commission,  as  part  of  its 

But  perhaps  one  key  to  the  Advanced  Communication 
piraio  is  understanding  that  Technologies  and  Services 
technology  in  itself  will  not  (ACTS), 
secure  open  networks.  Thus  The  goal  has  been  to 
security  breaches  will  con-  devise  the  dominant,  con- 
tinue to  arise.  Various  sur-  prehensive  solution  for 
veys  claim  that  over  SO  per  secure  electronic  commerce 
pant  of  fyanpantaa  have  suf-  in  Europe  and  then  beyond: 
fared  in  the  last  two  years.  Michael  Weidner  of  IBM’s  - 
with  many  not  recognising  Zurich  Research  laboratory  , 
the  attack  until  long  after-  identifies  what  makes  Seo-ij 
wards.  per  unique.  \ ’ 

The  trouble  is  that  compa-  “It  is  the  first  project  that 
nies  are  taking  the  wrong  or  aims  at  the  complete  picture 
at  least  an  inadequate  of  secure  electronic  coin- 
approach to  tbe  issue.  “A  merce,  not  just  specific 
point  solution  like  a firewall  pieces  such  as  electronic 
is  not  enough."  says  Geraint  payments,  specific  scenarios 
Evans,  product  marketing  like  online  purchases,  orspe- 
manager  for  UK  network  cific  products  and  proto- 
integrators ChernikeefL  cols,"  he  says. 

“The  important  point  is  to  This  fundamental 
deploy  a whole  methodology  approach  required  a return 
in  approaching  security.”  to  basics.  So  the  framework 
Such  a framework  will  includes  legal  as  well  as 
- technical  aspects.  It  recog- 
nises that  an  electronic 
Europe’s  Semper  marketplace  is  like  a physi- 
cal marketplace  in  that  its 

project  aims  for  a majn  task  is  to  bring  poten-  i 
. tial  buyers  and  sellers 

secure  system  for  together. 

But  buyers  or  sellers 
electronic  might  be  dissatisfied  with 

the  exchange,  which 

Commerce  requires  that  in  the  virtual  I 

- - space,  as  in  the  traditional,  ■ 

exception  handlers,  dispute  ! 
account  for  every  link  of  tbe  .handlers  and  possibly  an  I 


Europe’s  Semper 
project  aims  for  a 
secure  system  for 


electronic 

commerce 


electronic  commerce  chain, 
testing  each  one  in  isolation 
and  then  resolving  weak 
points.  Gartner  Group,  tbe 
research  group  believes  that 
safe  commerce-grade  trans- 
actions can  be  performed  on 
the  web. 

But  it  says  that  ensuring 
the  integrity  and  privacy  of 
such  transactions  is  not  an 
easy  task,  since  it  relies  on 
making  all  aspects  secure  - 
from  the  user  through  to  the 
back-end  databases.  Its 
report,  Secure  Commerce  via 
the  Web.  argues  that  three 
choices  face  enterprises 
today:  firstly,  to  invest  in 
the  technology  and  human 
resources  to  do  the  job 
safely;  secondly,  to  refrain 
from  making  web-based 
transactions:  and  thirdly,  to 
risk  successful  attack. 

“We  believe  the  first 
option  is  fast  becoming  the 
only  viable  solution."  says 
the  report.  At  a basic  level, 
this  first  option  need  not  be 
too  daunting.  User  authenti- 
cation via  a password  is  of 
course  a necessity  but 
maybe  passwords  should 
also  be  changed  every 
month. 

Further,  intuitive  pass- 
words that  can  eastlv  be 
guessed  by  backers  might  be 
prohibited.  At  a corporate 
level,  a thorough-going  pol- 
icy on  access  from  different 
locations  is  important  ft  is 
far  easier  to  penetrate 
systems  via  dial-up  connec- 
tions than  from  local  area 
networks  in  the  office,  for 
example. 

“We  are  also  seeing  a 
growing  interest  in  auditing 
tools,  products  that  monitor 
traffic  and  spot  anomalies," 
ChernikeefTs  Mr  Evans 
adds.  “Those  companies  that 
are  most  advanced  in  their 
use  of  electronic  commerce 
recognise  this  and  so  are 
likely  to  regard  (security]  as 
a less  significant  barrier 
than  those  that  have  not,” 
states  KPMG’s  Mr  Johnson. 

"For  example,  respondents 
whose  companies  had 
recorded  sales  via  the  inter- 
net were  less  likely  to  see 
security  as  a problem:  and 
respondents  in  the  UK. 
where  companies  are  ahead 
in  embracing  electronic  com- 
merce, were  the  least  con- 
cerned about  security 
issues."  But  this  is  not  to 
say  that  the  security  issue  is 
receding.  Indeed,  some 
experts  believe  that  the  elec- 
tronic commerce  industry  is 

only  just  beginning  to  grap- 
ple with  the  multiple  chal- 
lenges of  providing  security  i 
to  open  networks.  , 

And  that  is  not  just  media  i 
hype.  One  project  in  partial-  ] 
lOr  has  been  considered  by  i 
ministers  of  the  Group  of  10  I 


arbiter  are  on  hand.  too.  In 
all  these  aspects,  specific 
security  requirements  arc 
necessary,  guaranteeing 
integrity,  confidentiality  and 
availability. 

Further  for  an  open  sys- 
tem, such  as  that  demanded 
by  electronic  commerce,  the 
framework  should  be  easily i 
configurable  and  extendable! 
to  a broad  range  of  differ-" 
ence  scenarios. 

“Another  objective  which 
distinguishes  Semper  from 
other  projects  is  the  concept 
of  'multi-party’  security," 
says  Mr  Weidner. 

“Ideally.  Semper  users  can 
ensure  their  own  security 
with  only  minimal  trust  in 
other  parties.  This  is  primar- 
ily a question  of  protocols, 
not  of  service  interfaces." 

The  trial  has  been  wel- 
comed by  participants,  even 
though  the  goals  realised  to 
date  have  been  modest. 


‘The  most  urgent 
and  open  problem 
is  the  security 
of  the  user’s 
computer’ 


Users  who  had  already 
used  public  key  technologies 
for  online  banking  or  the 
exchange  of  secure  e-mail- 
saw  the  advantage  of  the 
Semper  package  in  tbe  fad 
that  existing  technologies 
are  combined  in  one  conve- 
nient tool  which  can  be 
applied  to  the  whole  busi- 
ness process. 

They  also  felt  the  software 
combining  various  existing 
technologies,  that  otherwise 
are  difficult  for  the  non-tech- 
nical  user  to  implement 
directly,  would  result  In 
increased  dissemination  and 
use.  thus  offering  fewer 
opportunities  for  abase. 

However,  those  behind 
Semper  recognise  Us  limita- 
tions. “The  most  urgent 
open  problem  is  that  of  the 
security  of  the  veer’s  com- 
puter." says  Mr  Weidner. 
“At  least  one  w»t  at  jdd& 
electronic  commerce  trauma 
actions  is  handled  bv  a Fr- 


actions is  handled  by  a PR 
with  a standard  operating 
system.  Past  experience  has 
shown  that  these  systems 
are  notoriously  insecure.” 

So  far.  this  has  posed  no 
serious  problems  for  elec- 
tronic commence,  since  there  t 
are  even  easier  ways  fo*  S? 
criminals  to  defraud:  How- 
ever, this  situation  is  Iffrefr 
to  change.  Although  a hat* 
has  been  won.  the  Semper 
team  believes  the  war  Is  &r 
from  over. 
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yiB..  SITE  QUALITY  fay  Gsnrnfi  Black 


Room  for  improvement 


Many 


companies  have  far  to  go  before 
Jheir  online  offerings  are  worth  viewing, 
with  more  commitment  needed  at  the  top 

The  web  site  has  become  one 


of  the 


most  important  ele- 
ments of  an  organisation's 
pubhc  image,  yet  many 
snort-sighted  groups  still  do 
not  take  a serious  view  of 
the  web’s  potential  This  is 
now  a key  management 
l^sue  as  the  growth  of  elec- 
tronic commerce  accelerates. 

In  a few  years,  e-commerce 
is  expected  to  make  up 
around  a quarter  of  all  reve- 
nue for  some  of  the  partici- 
pants. It  could  represent  bil- 
lions of  dollars  worth  of 
trade  in  the  next  four  or  five 
VEfcrs.  according  to  various 
forecasts. 

To  neglect  the  medium 
through  which  this  revenue 
is  likely  to  flow  would  seem 
to  be  an  extraordinary  omis- 
sion. A number  of  companies 

- notably  in  the  US  - have 
realised  this  and  worked 
hard  on  their  web  sites. 

Among  them  are  online 
bookseller  Amazon.com, 
whose  success  has  dazzled 
the  retailing  world,  Dell,  the 
direct  marketer  of  personal 
computers,  Lufthansa,  the 
German  airline,  and  eBay, 
the  internet  auctioneer. 

But  there  are  many  com- 
panies which  still  have  far  to 
go.  A report  earlier  this  year 
by  Interactive  Media  in 
Retail  Group  (1MRG),  the 
electronic  commerce  devel- 
opment group,  concluded 
that  some  of  the  top  100  UK 
businesses  had  very  poor 
web  sites.  Eleven  of  them 
even  had  no  site  that  could 
be  accessed. 

Only  three  - British  Tele- 
com. Tesco,  the  supermarket 
chain,  and  Alliance  and 
Leicester,  the  hanking  group 

- were  given  the  highest  rat- 
ing of  five  stars,  meaning 
that  their  site  was  “excel- 
lent, well-thought-out,  great- 
looking,  with  lots  of  useful 
features  and  good  customer 
support.” 

Two  sites  were  classified 
as  one  star  -“absolutely 
awful  - don’t  waste  your 
time!"  Safeway,  the  super- 
market chain,  was  said  to 
have  only  a single  page  site, 
which  related  to  recruit- 
ment, with  ^nothing  on  its 


stores’  locations  or  opening 
hours,  nothing  on  products 
or  special  promotions  and  no 
corporate  Information. 

Steve  Johnston,  a manager 
at  IMRG,  said  that  there  had 
been  some  improvement 
since  its  report  last  year, 
with  the  number-  of  compa- 
nies meriting  four  stars 
(“very  good,  but  just  failing 
short  in  some  areas") 
Increasing  from  29  to  37. 

But  overall,  the  results 
were  disappointing.  “A  lot 
were  quite  boring  -and  most 
still  have  a long  way  to  go 
before  they  get  it  right. 
Small  firms  often  do  tt  a lot 
better  than  big  ones,"  he 
remarked. 

Mike  Thompson,  research 
manager  at  the  Butler  Group 
consultancy,  agreed.  “It  is  a 


major  concern  that  .large 
organisations  do  not  appreci- 
ate the  possibilities  of  e-com- 
roerce  and  have  web -sites 
which  are  just  another 
advertising  medium. 

. “This  is  completely  inade- 
quate. They  do  not  give  their 
prospective  customers  any- 
thing iflrp  the  same  experi- 
ence as  real-world  shopping. 
They  spend  a fortune  on  lay- 
ing out  their  stores,  but  do 
not  seem  to  put  much 
thought  into  laying  out  their 
web  sites.. 

“Smaller  companies  often 
do.it  better  because  they 
realise  the  need  to  leverage 
all  possibilities.  Large  ones 
just  think  their  customers 
are  sore  to  keep  coming 
back  to  them." 

He  cited  England’s  New- 
castle United  football  dub; 
which  be  said  took  the  Chop- 
per straight  to  the  till  after 
buying  a shirt  - without 
offering  him  the  chance  to 


buy  anything  else,  except  by 
going  around  the  whole 
store  again. 

A leading  travel  agency. 
which  -claimed  to-  have 
around  5,000  holidays,  only 
offered  around  20  Online. 
“Even  on  the  best  sites, 
online  shopping  is  not  gener- 
ally a pleasurable  experi- 
ence,” he  said. 

UK  companies  could  lose 
bumness  to  overseas,  compet- 
itors, especially  from  the  US, 
which  put  more  effort  into 
their  web  sites.  “It  might  not 
be  worth  driving  a long  way 
to  go  to  another  store.  But 
online,  it  is  very  easy  to 
click  on  to  a different  web 
site.  People  will  go  wherever 
they  get  the  best  service.” 

The  web  site  quality  and 
performance  of  a company 
depends  largely  cm  the  level 
of  anmmtment  of  the  chief 
executive  and  top  managers. 
In  the  past  couple  of  years, 
senior  managers  have  bad  a 


lot  of  other  issues  to  worry 
about  - the  year  2000  date 
change  and  the  arrival  of  the 
euro,  for  example  - and  may 
have  put  the  web  site  to  the 
back  of  the  queue. 

Both  Mr  Johnston  and  Mr 
Thompson  said  the  key  to 
creating  a good  web  site  was 
to  make  it  simple  to  navigate 
around  a large  volume  of 
information.  Most  important 
was  to  meet  the  expectations 
of  the  online  customer, 
whether  for  borne  delivery 
or  any  online  quotation. 

The  trouble  is  that  expec- 
tations seem  to  be  running 
way  ahead  of  corporate  strat- 
egy, said  Mr  Johnston.  He 
often  came  across  “lonely 
e-commerce  evangelists"  in 
traditional  businesses,  beg- 
ging for  money  with  which 
to  set  up  or  develop  a web 
site. 

Managers  had  to  invest  in 
e-commerce  for  the  long 
term  and  reckon  to  spend  at 


Onffna  shopping  in  the  US;  in  Maryland,  Marguerite  Smalls  shops  at  Spiegel  via  the  internet 


several  hundred  thousand 
pounds  to  create  and  main- 
tain an  effective  web  site. 
However,  compared  to  the 
potential  long-term  return 
on  investment,  that  cost 
could  be  considered  fairly 
low. 

Almost  all  organisations 
will  need  to  buy  in  the  skills 
to  develop  a web  site  and 


those  skills  are  scarce. 
“There  are  plenty  of  people 
who  will  give  you  some 
fancy  graphics  that  eat  up 
bandwidth,  but  few  seem  to 
understand  the  importance 
of  making  it  easy  to  use,” 
said  Mr  Thompson. 

Martin  Chilcott,  chairman 
of  Clarity,  the  online  busi- 
ness development  consul- 


tancy, said  that  a year  ago, 
companies  were  hoping  to 
build  a web  site  for  under 
£40,000  (£65,000);  but  £100,000 
was  the  minimum  invest- 
ment now  for  a good  small 
web  site.  Clarity  recently 
helped  Carphone  Warehouse 
set  up  a site  for  an  initial 
expenditure  of  around 
£500,000. 


MAINTAINING  A WEB  SITE  by  Joia  Shillingford 


The  cost  of  creating  a strong  online  identity 


Companies  can  choose  to  spend  modest  sums  on  their  internet 
presence  or  invest  heavily  for  a wide  range  of  features 


The  cost  of  building  and 
maintaining  web  site  varies 
enormously,  from  the  smalt 
self-built  site  to  the  global 
electronic  commerce  hub. 

According  to  UUNET,  the 
internet  service  provider 
owned  by  MCI  WorldCom  of 
the  US.  £10 .000  (116,000)  buys 
an  entry-level  web  site, 
£10.000-130,000  a medium  site 
and  £50, OOO-plus  a major  site. 

“However,  the  cost  also 
varies  by  type  of  site,"  says 
Mark  Desvanx  of  UUNET, 
who  works  with  a range  of 
partner  web  companies. 
Sites  can  be  made  up  of  dif- 
ferent elements; 

□ "Brochureware"  - trans- 
ferring the  company  bro- 
chure online . 

□ Interactive  - a site  which 
use  web  technology  to  cre- 
ate a dynamic  experience  for 
the  user 

□ Database-driven  - colla- 
tion and  delivery  of  informa- 
tion* • 


□ Multimedia  - high  level 
presentation  using  creative 
audio-visual  technologies 
such  as  Flash  and  Shock- 
wave 

□ Streaming  media  the 
delivery  of  audio,  video  and 
news&eds  on  a web  site. 

“As  there  is  such  a diverse 
range  of  options  available," 
says  Mr  Desvaux,  "it  is  very 
difficult  to  pigeon-hole  rates. 
Web  companies-  will,  there- 
fore. very  rarely  offer  a pack- 
aged product."  If  they,  do, 
“such  .sites  are  likely  to  be 
very  basic,”  . . — . 

**Ir>  .teste  X)t  maintenance, 
companies  have  --  various 
options  based  on  the  number 
of  days  per  week,  month  or 
year  the  site  needs  to  be 
updated.”  adds  Mr  Desvanx. 

"As  a rough  idea,  a site 
costing  £50.000  to  design  and 
build  will  probably  require 
two  days  a week  mainte- 
nance,” he  says.  “The  .fetal 
maintenance^  cost,  assuming 


£600  per  day,  is  then  over 
£60,000  a year. 

“But  web  technology  is 
becoming  very  clever,” 
believes  Mr  Desvaux,  “and 
investing  in  a £50,000  data- 
base-driven system  or  an 
automated  newsfeed  can 
actually  repay  itself  within 
six  months  if  the  alternative 
is  hiring  an  HTML  (hyper- 
text markup  language)  pro- 
grammer to  update  the  site 
manually.” 

Companies  setting  up  web. 
sites  may  also . have  to 
devote  a number  of  internal 
staff  to  making  sure  their 
web  site  is  up-to-date,  adding 
new  services  and  promoting 
the  site. 

Omniscience,  web  designer 
to  Virgin  Books,  V2  Music 
(part  of  Virgin)  and  Subaru, 
the  Japanese  car  company, 
believe  that  if.  enough,  busi- 
ness sense  is  applied  to  the 
design  of  ajsrite,  Jtfeen  no  fur- 
ther maintenance  ■ will  be 


needed  from  the  design  con- 
sultants. 

Time-Wamer  of  the  US 
found  its  internet  costs 
heavy  when  it  first  ventured 
online.  But  at  their  best,  web 
sites  can  make  a substantial 
contribution. 

For  Dell,  the  US  personal 
computer  company,  reve- 
nues from  the  world  wide 
web  have  now  reached  SlOzn. 
Yet  its  internet-based 
resources  mean  that  its  costs 
are  similar,  whether  it 
accepts  orders  for  10  or 
10,000  systems. 

Nor  did  the  company  have 
to  re-engineer  its  manufac- 
turing processes  very  much 
to  exploit  the  web  - the 
infrastructure  was  in  place; 
being  implicit  in  tbe  direct 
business  model. 

It  has  also  built  180  cus- 
tomised web  pages  for  bust- . 
ness  customers  in  the  UK. 
These  Premier  Pages  offer  a 
raft  of  benefits  for  the  intro- 
duction of  operational  effi- 
ciencies at  customer  sites. 

; ..At  .Regqg*.  tbft  business 
centre  * opgrSixir^  a fteb.  site 


has  cut  the  cost  of  market- 
ing and  recruitment  Regus 
has  a budget  of  £200,000  for 
its  web  site,  which  it  is  using 
to  support  rapid  expansion. 
It  has  an  international  web 
site,  with  a further  six  ver- 
sions in  Finnish,  Danish, 
Japanese,  Norwegian,  Ger- 
man and  French.  Hong  Kong 
and  south-east  Asian  web 
site  are  in  the  pipeline. 

The  internet  helps  Regus 
to  solve  a number  of  prob- 
lems related  to  marketing 
new  centres,  which  it  is 
opening  at  the  rate  of  one 
every  three  days. 

For  example,  the  UK-based 
company  can  produce  online 
marketing  literature  for 
overseas  centres  far  more 
quickly  than  if  it  had  to 
print  this  and  post  it  from 
the  UK.  That  means  the  mar- 
keting of  a centre  can  start 
around  three  months  earlier. 

The  Regus  web  site  also 
generates  enquiries.  During 
the  site's  first  year,  it  gener- 
ated over  £fim  worth  of  busi- 
ness. making;  a _ four-fold 
return  on  irirvestmeht  — 


twice  as  hlgb  as  any  of  its 
off-line  marketing  activities. 
And  tbe  cost  of  each  enquiry 
is  50p,  almost  half  that  of 
traditional  methods. 

However,  the  company 
believes  the  biggest  savings 
will  come  from  using  tbe 
internet  to  recruit.  Already, 
Regus  has  saved  £35,000  by 
using  the  internet  to  recruit 
10  people. 

The  appointments  filled 
were  middle  to  senior  man- 
agers in  Greece.  Poland  and 
the  US  - typically  very  hard 
markets  to  recruit  for.  This 
year.  2,000  new  staff  will  be 
needed  worldwide  and  many 
will  also  be  in  countries 
which  are  hard  to  recruit  in, 
such  as  Peru.  Columbia  and 
Slovenia. 

Web  sites  can,  of  course, 
be  built  very  cheaply.  For 
example,  web  authoring  soft- 
ware package  HotMetal  Pro 
from  SoftQuad  is  claimed  to 
be  as  easy  to  use  as  Micro- 
soft Word  or  Excel  and  costs 
£99.  The  company  says  it  can 
be  used  by  anyone  hum-com- 
plete novices  to  semi-profes- 


sional designers. 

British  Telecom,  which 
has  an  e-mail  service,  also 
offers  approximately  10  web 
site  packages,  ranging  from 
simple  sites  ready  within 
hoars  to  tailor-made  sites  for 
large  companies.  Costs  range 
from  a cheap  solutions  for 
small-  to  medium-sized 
enterprises  at  a few  hundred 
pounds  to  more  expensive 
managed  dedicated  server 
packages  costing  thousand** 
of  pounds  a year. 


Dhannesb  Mis  try,  director 
of  engineering  at  Entranet, 
the  UK  web  designer  and 
strategist,  says  a company 
should  allow  from  £10  to 
£1,000  a month  to  meet  the 
cost  of  hosting  its  web  rite. 
Sometimes,  hosting  will 
even  be  provided  free. 

But  Entranet,  which 
designed  the  Eagle  Star 
Direct  insurance  site,  warns 
that  companies  should 
expect  costs  at  the  top  of  the 
range  if  they  want  service 
level  guarantees  and  24-bour 
monitoring. 


CASE  STUDY 

INTEL 


Online  move  beats 


e-commerce  target 


Intel  has  been  a strong 
supporter  of  e-commerce, 
recognising  that  the  move  to 
online  sales  wflt  boost  sales  of 
Intel-based  servers  and 
personal  computers. 

But  It  was  not  until  July  of 
last  year  that  the  US  company 
set  up  Its  own  e-commerce 
operations,  tt  launched  an 
extranet  last  July  to 
communicate  more  effectively 
with  its  clients.  Its  largest 
customers  already  use  EDI 
(electronic  data  interchange) 
systems  to  place  their  chip 
and  other,  product  orders 
online. 

Intel’s  goal  with  its  extranet 
was  to  improve 
communications  with  its 
small-  to  medium-sized 
customers  who  cannot  afford 
to  set  up  similar  EDI 
connections. 

The  extranet  called  the 
E-Business  Program,  had  a 
. goal  of  making  ft  easier  for 

customers  to  place  orders  for 

d^mothatxards.dilp 
sets, flash  memory andomer 
products.  Intel  was  currently 
handling  such  requests 
through  faxed  orders  and 
telephone  orders. 

Streamlining  Ws  business 

process  through  standard 

Internet  technologies  such  as 

w e6  browsers  was*6  key 

1 for  Intel.  Instead  of 


having  to  install  a complex 
EDI  system,  customers  using 
Intel's  extranet  need  no 
special  software  and  can 
easily  ptaca  their  orders  online 
and  download  related 
information. 

Late  last  year,  Intel  said  that 
this  extranet  had  more  than 
achieved  Its  goals  and  had 
exceeded  more  than  $1  bn  to 
sales  in  only  its  first  month  of 
operations,  beating  its  own 
estimates  of  how. much 
business  it  could  handle  and 
representing  one  erf  the  most 
successful  e-commerce  '■ 
ventures,  to  date.  With  such  a 
high  monthly  sales  level,  total 
quickly  surpassed  the  .. 
e-commerce  ventures  of  other 
wed-publicised  examples  from 
□elf  Computer,  Cisco  Systems 
and  other  companies.  Defl,  for 
example,  handies  about 
$300ni  a month  in  online 

business,  white  Cisco  has 
about  $400m  a month  in 
orders. 

into!  says  that  it  decided  to. 
make  a big  splash  to  . . 
e-commarce  rafoer  than 
starting  off  small  and  btikfing 
the  site  out  to  attract  larger 

numbers  of  customers.  By 

starting  off  with  a large  goal  In 
rnfod,  Intel  says  it  couW 
quickly  bring.  In  customers 


.Pentium  at  Jam!  Dover,  Intel's  vtce-preektent  of  world  marketing 
operations,  with  fha  company's  powerful  new  processor  ap 


number  of  onfine  services. 


The  total  extranet  also  has 
other  key  benefits  that  save 
the  company  much  ttone  and 
money.  The  extranet  features  . 
information  on  Intel  products 
andoffets  online  support 
services  rather  than  relying  on 
more  expansive  and  traditional 
methods  of  supporting  ■ 
customers.  There  Is  also  an 
order-fracking  service  altowing 
customers  to  look  up  the 
status  at  their  order  easily 
without  having  to  cad  a 
customer  representative. 

Intel  says  that  before  setting 
up  its  extranet,  it  was 
handling  about  45,000  faxes 
pec  morrii  fnxn  customers 
based  in  Taiwan  alone; 
efimtoaling  these  faxes  has 
freed  up  its  staff  to  work  on 
cither  customer  support 
issues.  Although  there  were 
some  fears  that  -Intel  would  be 
competing  with  large 
distributors  that  sell  Intel 

products  to  smaller 

businesses,  there  has  so  far 

been  8ffle  corcfSct 


Paul  OteUini,  senior  vice 
president  at  Intel,  recently  told 
financial  analysts  that  the 
company  was  suprised  at  the 
success  of  Its  a-commerce 
operations.  Compared  with  its 
original  goal  of  handling  $1bn 
In  online  sales  per  quarter,  he 
said  that  Intel  should  easily 
exceed  $2£bn  per  quarter. 


Intel’s  e-commerce  efforts 
illustrate  the  success  of  a 
buslnass-to-business 
e-commerce  venture.  This  is  a 
form  of  e-business  which  ties 
in  suppliers  and  customers 
more  tightly  than  before  and 
introduces  business 
efficiencies  that  benefit  both 
Intel  and  fa  customers. 


Intel  says  that  ft  is 
investigating  ways  of 
introducing  additional 
e-commerce  initiatives  and  it 
may  also  set  up  an  extranet  to 
help  fa  largest  customers 
improve  the  delivery  of  Intel 
parts  to  PC  production  Ones. 

Ton  ForemsH 


CASE  STUDY  . 

INTERWORLD 


Spreading  the 
digital  message 


in  the  heady  world  of 
electronic  commerce  - still  in 
fa  infancy,  but  growing  at  a 
starting  pace  - much  of  the 
emphasis  has  been  on 
headline-grabbing  consumer 
activities. 

But  the  real  test  of  its 
effectiveness  for  companies  Is 
the  extent  to  which  it  helps 
transform  their  operations  to 
fit  them  for  the  digital  age. 
While  some  companies  have 
taken  an  aggressive  fine  on 
the  adoption  of  information 
technology!  many  remain' 
half-hearted  and  unsure. 

This  hesitancy  has  been 
reinforced  by  the  huge  task  of 
ensuring  that  IT  systems  are 
not  undone  by  She  year  2000 
date  problem.  But  those  in  the 
forefront  of  the  electronic 
business  wave  are  convinced 
that  Y2K  wrlf  only  be  a 
temporary  obstacle. 

“E-commerce  is  the  most 
important  strategic  business 
initiative  [this  year]  after  Y2K,” 
asserts  Michael  Donahue, 

co-founder  and  chairman  of 
InterWorld,  a US  provider  of 
software  lor  Internet 
commerce.  “But  after  the 
[year  2000]  fire-fighting,  it  Is 
time  for  e-commerce,"  he 
adds.  “The  business  world  is 
increasingly  about  the 
continual  improvement  and 
optimisation  of  business 


processes." 

Along  with  other 
e-commerce  specialists, 
InterWorld  is  a young 
company,  having  been  formed 
in  1995.  But  fa  products, 
concentrated  on  the  selling 
side  of  online  commerce,  have 
given  ft  a growing  market 
position.  It  offers  clients 
“out-of-the-box"  packages  to 
meet  software  needs  in  the 
areas  of  sales,  order 
management,  account 
management  and  order 
execution. 

In  a move  showing  the 
importance  of  affiances  and 
partnerships  in  the  IT-driven 
business  arena,  InterWorld 
has  just  linked  up  with  Cisco, 
the  leading  network 
equipment  suppler.  Cisco  is 
keen  to  bring  its  own  online 
business  model  - which  has 
generated  big  cost-savings 
and  sales  revenues  - to  the 
outside  market 

"People  are  keen  to  team 
what  we've  done,"  says  Wlm 
Elfrink.  Cisco’s  vice  president 
for  consumer  advocacy  in 
Europe,  the  Middle  East  and 
Africa.  In  Europe,  e-commerce 
Is  still  mainly  associated  with 
getting  a catalogue  online  In 
the  minds  of  many 
companies,  he  feels.  "But 
e-commerc8  means  going 
right  through  your  business 


Michael  Donahue,  co-founder  and  chairman  of  biterWorid,  says 
that  after  the  year  2000  fire-fighting,  Tt  is  lima  for  e-commerce' 


processes.” 

He  expects  "an  explosive 
boom  in  e-commerce 
deployment  as  of  next  year". 
Along  the  way,  "a  lot  of 
money  wifi  be  spent". 

To  spread  its  message, 
Cisco,  which  has  taken  a 
smaH  stake  in  InterWorld,  is 
also  working  with  leading 
consultants  and  other 
e-commerce  specialists,  fa 
internet  evangelism  Is  dearly 
linked  to  the  prospect  of  more 
sates.  Even  so,  the  truly  onfine 
economy  that  Cisco  and 
others  have  in  view  Is  stiff 
some  way  off.  "But  the 
promise  of  the  Internet  is  the 
global  digital  economy,” 
states  Mr  Donahue. 

InterWorld,  privately-owned 
but  planning  a stock  market 
feting,  took  a thorough 
approach  to  e-commerce, 
concentrating  first  on  research 
and  development  before 
moving  to  marketing  and 
sales.  Today,  rt  has  some  80 
customers  - including  NCR, 


Cendant  GeoCities  and  Toys 
R Us  - and  has  moved 
beyond  north  America  to 
Europe,  Japan  and  Australia. 

“We've  been  very  focused 
and  pragmatic,"  Mr  Donahue 
says.  So  that  fa  predicts  can 
be  fitted  to  customers’  needs, 
interWorid’s  Process-Centric 
computing  approach  allows 
them  to  create  applications 
modelled  on  their  own 
business  processes.  These 
can  be  linked  to  customers' 
enterprise  resource  pfenning, 
customer  relationship  and 
after  systems. 

A big  challenge  for  suppliers 
of  e-commerce  services  and 
equipment  is  scalabifity,  so 
that  solutions  can  be 
expanded  In  fine  with  growing 
demand.  This  is  where 
partnerships  with  other 
companies  are  vital.  "You 
need  a solution  that  evolves 
with  you,  weekly  and 
monthly,"  says  Mr  Donahue. 

Andrew  fisher 


Where  can  yon  rind  a 
complete  IT  solution  for 
your  growing  company? 


•i  *!£**$? 


COMPACl 


Erorythmg  you  need  to- transform  your  organisation’s 
performances  ma  box. 


A woB-ewraS  FT  sotaton  fur  your  entire  business  based  ott  die  vwxkfcleaifing 
bushes*  ajfcwfcSAP,  ihwaanbine  *e 

ndripl  support  and.  most  frflXWWJy.  r^v>gp.on^rwntgycur 
bus|ness,  bszer.-  . 


Butitt  is  no'ofiihe  peg'  pre-padoged  product.**  a drafiiBy  derised  solution 
..thatyou  can  shape  »d  develop  to  make  the  most  of  your  company*  smmgrhs, 
g}V'nsyou  ahuge  compedrive  *dviniaga^gBnst  your  .axnpenpars. 


And  because  we  completely  manage  and  maintain  the  system  for  you,  therri  no  IT 
overheads  or  headaches  to  wony  about  efowr 


Whacb  more,  there's  no  lengthy  implementation,  no  cemfy  licence  fees  and  no  drain  on 
management  time  and  resources.  1*  millenntum  and  EMU  ready,  nrtu'rrtenznGe  free,  future 
proof  and  ftfe  yours.  In  a box,  for  fust  £24,99  a day*. 


Open  die  box  and  set  your  business  mewing  in  the  right  direction 

Cal1 0845  6000  121  tofedoutnweorB^ 


baxMgdewertgfaamHI.com 


*(P»r  inar  based  on  a 15  uitr  system  over  three  yton) 
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FTIT  REVIEW  8 FOCUS  OM  THE  INTERNET 


MOBILE  INTERNET  ACCESS  by  Joia  Shillingford 


E-mail  solutions 


wherever  you  are 


As  e-commerce  evolves,  telecoms 
companies  believe  that  executives  away 
on  business  will  increasingly  look  for  ways 
to  access  the  internet 


Mobile  access  to  the  internet 
accounts  for  only  a small 
proportion  erf  mobile  phone 
traffic  But  companies  such 
as  Ericsson  are  betting  it 
will  be  the  "killer  applica- 
tion" in  the  new  world  of 
high  speed  mobile  communi- 
cations. 

Below,  we  look  at  a num- 
ber of  "log-on  and  go"  strate- 
gies Brom  the  "luggage-free" 
to  the  “full-on  backache" 
approach: 


‘No-luggage’ 

options 


One  of  the  most  portable 
strategies  for  receiving 
e-mail  "on  the  go"  is  to  ask 
your  contacts  to  e-mail  mes- 
sages to  a web-based  mail- 
box service,  such  as  Micro- 
soft’s Hotmail,  as  well  as  to 
your  normal  one. 

This  means  that  when  you 
are  . away  on  business,  you 
can  use  any  computer  con- 
nected to  the  internet's 
world  wide  web  to  check 
your  maiL  This  could  be  a 
PC  in  an  office  you  are  visit- 
ing, an  internet  cafe,  or  the 
hotel's  business  centre.  The 
beauty  of  this  arrangement 
is  that  you  do  not  need  to 
carry  a laptop  computer. 

The  downside  is  that  you 
may  have  to  pay  quite  a lot 
to  use  the  hotel's  PC  and 
you  may  not  know  where 
the  nearest  internet  cafe  is 
or  feel  like  going  there  at  the 
end  of  a long  day.  Your  con- 
tacts may  also  forget  to  copy 
your  messages  to  your  sec- 
ond mailbox  (though  you 
could  switch  over  to  a web- 
based  e-mail  service  alto- 
gether). 

Another  option  is  to  use  a 
mobility  service  such  as 
Breathe  Contact,  launched 
at  the  end  of  March  by 
Breathe,  a subsidiary  or  UK- 
based  Martin  Dawes. 

This  service  can  consoli- 
date all  your  voicemails, 
faxes  and  e-mails  into  a sin- 
gle box  and  read  out  your 
e-mails  to  you  automatically 
when  you  are  out  and  about 
Breathe  Contact  will  work 
with  any  fixed  phone,  mobile 
or  electronic  mall  service. 

Alternatively,  if  you  have 
a Breathe  mailbox  you  can 
set  up  it  up  so  that  you  can 
check  your  messages  on  the 
web.  Prices  to  the  UK  for 
Breathe  Contact  are  likely  to 
he  around  £3.50  a month. 

Breathe  also  offers  a free 
e-mail  service,  where  - as 
with  Dixon's  Freese rve  - 
you  pay  for  telephone  sup- 
port Before  long,  you  may 
even  be  able  to  surf  the 
internet  using  the  voice 


equivalent  of  an  Internet 
web  browser  from  Lucent, 
AT&T  or  Motorola. 

The  three  US  companies 
have  come  together  to  form 
the  Voice  extensible  Markup 
Language  (VXML)  Forum. 
With  the  backing  of  17  other 
companies,  they  plan  to 
draw  up  a standard.  VXML. 
for  using  the  human  voice  to 
browse  the  net 

A draft  specification 
should  be  available  by  the 
end  of  this  year.  The  idea 
behind  VXML  is  that  users 
should  be  able  to  use  conver- 
sation to  interact  with  the 
internet  and  call  up  audio 
files  of  information  on,  say. 
train  timetables  or  weather 
information. 


‘Not  much 
luggage’  options 


Another  strategy  for  con- 
necting to  the  net  on  the 
move  is  to  use  a Nokia  Com- 
municator, an  integrated 
phone  and  personal  organ- 
iser. 

This  product  did  not  do  so 
well  when  first  launched 
because  It  was  rather  large 
for  a mobile  phone.  But  the 
company  has  shrunk  it  down 
to  a much  more  feasible  size. 
The  new  Communicator  can 
be  used  just  as  a phone,  just 
as  an  organiser  or  to  check 
e-mails. 

You  can  browse  the  inter- 
net, too,  but  data  access 
speeds  will  be  faster  when 
the  General  Packet  Radio 
Services  standard  enters 
commercial  use.  However. 
Bridget  Blow,  chief  execu- 
tive of  ITNeL  the  UK  out- 
sourcing company,  became  a 
fan  with  the  first  model  and 
uses  it  to  check  e-mails 
when  away  on  business. 

There  should  soon  be  Ear 
more  portable  devices 
around  that  either  have  com- 
munications built  in  or  are 
easy  to  connect  to  a mobile. 
This  is  because  Symbian,  a 
company  owned  by  Psion, 
the  UK-based  personal 
organiser  company,  and 
mobile  phone  makers  Erics- 
son, Nokia  and  Motorola, 
has  adapted  Psion's  fipoc 
operating  system  for  mobile 
devices. 

The  first  Epoc-based 
device  for  the  executive  who 
must  access  the  internet  is 
Ericsson’s  MC  218,  which 
stands  for  Mobile  Compan- 
ion. This  “companion"  is 
supplied  with  an  infrared 
modem  and  can  be  used  with 
any  Ericsson  mobile  for  elec- 
tronic maij  and  fay 

The  company  says  its 
mobile  companion  is  “part  of 


a divided  smart-phone  con- 
cept" It  advises:  "On  a busi- 
ness trip,  bring  the  phone 
and  the  MC  218,  to  a meeting 
bring  the  MC  218,  walking 
the  dog,  bring  the  phone.' 

According  to  Ericsson,  the 
Epoc  operating  system  is 
East  to  operate  and  consumes 
less  power  than  others.  The 
mobile  device  also  works 
with  WAP,  the  wireless 
access  protocol  defined  by 
US  company  Unwired  Planet 
for  looking  at  the  internet 
from  a small  screen. 

WAP  also  defines  how 
information  should  be  dis- 
played on  the  internet  if  it  is 
to  be  viewed  from  a small 
device.  Many  mobile  phone 
makers  are  supporting  it 

So,  if  you  want  to  surf  the 
internet  from  a phone  alone, 
look  for  a largish  liquid  crys- 
tal display  and  support  for 
WAP.  Or  if  you  want  net 
connection  at  the  touch  of 
the  button,  French  telecoms 
equipment  maker  Alcatel 
plans  to  launch  its  Web- 
Touch  touch-screen  mobile 
at  the  end  of  summer. 

If  you  do  not  yet  need  to 
connect  to  the  net  wherever 
you  are,  wait  a while. 
Options  for  the  mobile  exec- 
utive who  does  not  want  to 
cany  much  luggage  should 
increase  when  third  genera- 
tion mobile  networks  with 
higher  data  speeds  start  to 
appear. 


‘Backache 

special’ 


The  “not  much  luggage" 
options  are  fine  if  you  just 
plan  to  exchange  short 
e-mail  messages  or  look  for 
internet  information  that  is 
easy  to  view  on  a small 
device. 

But  if  you  have  to  type  up 
a long  report  or  a memo  of 
more  than  a few  hundred 
words,  typing  on  the  key- 
board of  a personal  organ- 
iser is  not  a lot  of  fun.  That 
leaves  the  "no-luggage” 
option  of  using  a business 
centre  or  internet  cafe. 

However.  If  you  want  to  do 
lengthy  work  on  a plane, 
you  will  still  need  a portable 
computer  and,  ideally,  a 
mobile  phone  and  data  card 
(for  e-mail)  or  an  infrared 
mobile.  On  top  of  that,  you 
may  well  be  carrying  a per- 
sonal organiser  full  of  phone 
numbers  plus  a few  spare 
batteries  for  the  portable. 
And  an  AC  adaptor  for 
recharging  them. 

That  is  the  bad  news.  The 
good  news  is  that  portable 
computers  are  becoming 
lighter  (for  example,  the 
Sony  Valo  and  the  Toshiba 
Libretto)  and  that  for  many 
jobs,  an  organiser-sized 
device  will  do.  It  all  adds  up 
to  better  news  for  backs, 
everywhere. 


NEW  COMPETITION:  Financial  Times  International  Business  Web  Site  of  the  Year 


Enter  now  for  the  1999  awards 


An  opportunity  for 
companies  to  win 
prestigious  awards 
for  international 
business  web  sites 


After  the  success  of  last 
year's  competition,  ft  is  now 
time  to  start  registering  your 
entries  for  the  1 999  Financial 
Times  International  Business 
Web  Site  Awards. 

An  expanded  competition 
will  again  be  sponsored  by 
UUNET,  which  will  be  joined 
this  year  by 

F’ricewaterhouseCoopers,  one 
of  the  world's  leading 
management  consultants. 

These  increasingly 
prestigious  awards  were 
launched  two  years  ago  to 
recognise  companies  in 
various  market  sectors  that 
have  used  the  power  of  the 
internal  to  achieve  significant 
commercial  advantage.  But 
with  the  increasing  Importance 
of  the  internet  to  business,  the 
time  was  right  to  introduce  a 
new  and  more  incisive 
element  by  inviting 
PricewaterhoiiseCoopers 


management  consultants  to 
jointly  sponsor  the  event 

This  year,  the  awards  have 
been  improved  to  highlight  the 
continued  growth  in 
e-business  and  web  activity 
internationally. 

UUNET,  an  MCI  WorldCom 
company  and  a global  leader 
in  internet  communications, 
continues  its  commitment  to 
the  competition  by  sponsoring 
the  event  for  a third 


successive  year. 

“Over  the  past  two  yeans, 
we  have  seen  the  standard 
and  number  of  entries 
increase  dramatically. 

“This  year,  we  anticipate  an 


what  we  believe  will  become 
the  leading  business  internet 
award  scheme  internationally.1 

Patrick  King,  partner  at 
PricewaterfKH^eC<x>pers 


UUNET 


AaMOVtoeidCmCenp** 


Management  Consulting 
Services,  comments: 
'Businesses  must  realise  that 
globally,  we  are  about  to 
under  go  massive  and 
disruptive  change. 

'And  yet  what  continues  to 


PricewaTerhous^cdpers  © 


even  higher  standard  as  the 
nature  and  benefits  of 
e-business  become  more  fully 
understood  by  businesses  in 
all  sectors  of  industry,"  says 
Joe  Clift,  UUNETs  UK 
marketing  director.  "We  are 
also  delighted  to  welcome 
PricewaterhouseCoopers  who 
will  bring  a new  dimension  to 


surprise  us  at 
PricewaterhouseCoopers  is 
that  if  you  draw  a conclusion 
from  the  levels  of  e-business 
activity  across  Europe,  you 
would  have  to  Infer  that 
nobody  has  seen  this  change 
corning. 

“This  Is  crazy  - it  Is  like 
expecting  red  flags  in  front  of 


oncoming  cars. 

“Attiiough  the  'e\ prefix, in 
e-business  will  dissolve  - 
after  all  If  s just  IT  and  toe 
value  chain  — the  transition 

wffll  completely  reshape  the 
business  landscape. 

"PricewaterhouseCoopers 
want  to  encourage  individuals 
and  organisations  to  embrace 
change  and  stay  ahead  of 
their  competition. 

■We  are  delighted  to  be  part 
of  the  FTs  international  Web 
Awards  because  it  gives  us 
the  opportunity  to  highlight 
and  commend  the  achievers,  •• 
as  well  as  to  encourage 
others  to  follow  in  the  path  of 
the  few." 


Sponsored  by  UUIJET  arid 
PricewdlerfiouseCaepers 


Categories 


The  1999  Financial  Times 
International  Business  Website 
of  the  Yesa-  awards  will  be 
presented  to  winners  In  each 
of  the  following  five 


□ Best  Large  Organisation 
(excluding  financial  sector): 
The  1998  winner  was  DeU 
Europe. 

□ Best  Financial  Services 
SHe:  The  1998  Joint  winners  .- 


GNI  Ud  and  the  Co<lperailue 
Bank.-  •*. 

□ Best  Public  Sector  SHe  / 
Last  year's  winner  was  BBC 
News  Online. 

□ - Best  Smal-To-Mecium 
Enterprise  Site:  The  1998  . 
winner  was  PhotaOtsc  Europe. 

□ This  year,  we  are  ' , 

introducing  a new  category:  . 
Business  Web  Site  of  the 
Decade  - which  wifi  be  voted  ' 
for  by  FT  readers. 


How  to  enter 


Entries  wHl  close  in  July. 
Details  of  how  to  enter  can  be 
found  by  visiting  toe  web  site; 
www.txEJnasswebawards.opm , 
or  via  the  FT.com  web  site: 
www.ft.com/ 

hippocampus/q9ea2ZMn  ■■ 


PRESSURES  ON  THE  INTERNET  by  Mark  Vernon 


Can  the  technology  cope? 


Within  six  years,  there  may  be  300m 
people  online,  but  the  internet  is  only  as 
fast  as  the  weakest  part  of  the  network 


BUY  INTERNETS! 


The  Dines  Letter  has  been  very  bullish  on 
the  Internet  group  for  several  years, 
and  their  three  favorites  have  been 


America  Online,  Amazon.com  and  CMGI  ll 


In  recent  years  The  Dines  Letter  has  produced  a phenomenal  track  record 
based  on  these  three  predictions: 

l)  The  internet  is  the  greatest  Invention  since  the  Gutenberg  Bible  and 
therefore  should  generate  huge  profits. 


James  Dines.  Etitor 
TheDmes  Letter 
FOUNDED  1960 
•The  Original 
Internet  Bug* 


2)  The  Internet  would  “redefine  every  industry  on  earth."  and  therefore  there  should  be  at  least  ora  huge 
raw  winner  in  emery  industry -uMch  is  partially  why  they  recommended  Amazoacom  at  9-1/2. 

3)  Therefore,  since  It  is  so  difficult  to  select  the  ultimate  winners  in  each  field  with  certainty  this  early.  The 
Dines  Letter  has  very  carefully  selected  a group  of  probable  winners  In  a range  of  industries,  each  one  a 
'swing  for  the  fences'  such  as  this  accompanying  chert.  Then,  by  placing  an  equal  amount  of  capital  in 
each  one  of  (hem,  comes  out  to  only  around  S 13,000,  and  the  next  tew  yeas  could  be  as  profitable  as 
the  last  fowl 


TDL  stror^ty  rejects  the  popular  view  that  Internets  are  "overpriced,"  a 'bubble,"  a ‘eraae'  - opinions  tire* 
have  been  wrong  for  years,  instead,  you  are  urged  to  buy  the  abowmentioned  recommended  Internet 
portfolio  iffitnediaflfilyi 

HERE’S  WHAT  YOU  GETT 


pVffiDICONStfLT.COM  (MCNS) 
Trots  SEP  96  fo  Date  X-3 


Most  important  you  wffl  get  the  latest  fist  of  The  Dines  Letter's 
Recommended  Internet  stocks.  Also,  the  theoretical  thinking 
behind  why  these  kitemets  should  continue  to  soar,  so  that  you 
stop  missing  out  on  huge  profits!  The  Dines  Letter's  excitingly 
derate  style  is  only  matched  by  its  willingness  to  take  definite 
positions,  from  "Buy"  to  "Sen,*  and  It  indudes  many  other 
unique  features.  Let  them  send  with  yax  subscription  lltir  $25 

Instruction  Booklet  (inducted  free  with  paid  subscription)  and 
other  materials  too  numerous  to  list  here.  They  are  easy  to 
read  and  neither  math  nor  economics  is  required.  Their  one- 
year  “Fair  Thai’  is  espedafly  recommended  to  give  you  a fair 
look  at  afl  The  Dines  Letter's  features  - each  Issue  is  dlflterwt  - 
without  a renewal  notice  right  away.  Why  not  cafl  1-80084- 
LUCKY  and  ask  for  your  oneyear  'Fair  Trial,"  or  send  them  tins 
coupon  right  now.  while  you’re  thinking  of  it-  And,  your 
subscription  will  definitely  Include  their  big  1999  Annual 
Forecast  Issue,  If  you  act  ncwl  As  sn  extra  FREE  bonus,  they 
win  send  new  subscribers  the  last  tun  issues  to  get  you  'into 
the  swing.'  so  you  can  see  for  youself  whether  or  not  The 
Dines  Letter  could  help  you  mate  matey!  AratetHe  by  emafl 
(Adobe  Reader  required},  e-mafi:  proluction^Srvede^ 
wwwnflnesfettercqm 


UP 

5,205%  !! 


The  Dines  Letter  □ $195-00  Enclosed  for 'Fair  Triar  lyear  (20  tssues]/S349A0Fbrei9i 
Box  22.  Belvedere  Q £115.00  Erwlosed  for  Smonth  Trial  (lO  esuesj/sm9.00  Foresgn 
California  94920  O $49.00  Enclosed  for  a LookSee  3Ussue  Trial/S6g.oO  Fonsgn 


Phone:  1-SOO^kHJJCKY  (Payment  In  US  lundsMUST  be  enclosed,  no  tee  samples)  FM799 
NAME  - - 


ADDRESS 

aw 


.STATE 


.ZIP 


□ Send  The  Ones  latter  by  email  to  ttts  adchjss  (Abode  Reader  required); 


Traffic  on  the  internet  is 
soaring,  but  will  the  technol- 
ogy be  able  to  keep  up? 
What  demands  will  the 
online  explosion  make  on 
the  chips  and  cables,  servers 
and  switches  that  carry  this 
voluminous  traffic? 

According  to  Datamonitor. 
the  research  company,  the 
global  online  population  is 
set  to  exceed  250m  In  2002 
and  300m  in  2005.  The  steep- 
est growth  is  expected  in  the 
previously  under-developed 
markets  of  Asia  and  South 
America. 

Datamonitor  - in  its 
report.  The  Future  of  the 
Internet  - also  predicts  a 
sharp  rise  in  the  volume  of 
traffic  attributable  to  video- 
and  audio-intensive  applica- 
tions, which  means  there 
will  be  a growing  need  for 
bandwidth  expansion.  These 
applications  now  account  for 
2 per  cent  of  internet  traffic 
and  by  2003  will  account  for 
6 per  cent. 

With  demands  on  the 
internet  set  to  strain  capac- 
ity further,  the  obvious 
response  is  to  boost  com- 
puter processing  and  data 
transmitting  power.  But  the 
problem  can  actually  be 
tackled  in  a rather  more 
sophisticated  way. 

For  any  individual  user, 
the  internet  is  only  as  fast 
and  effective  as  the  weakest 
link  in  the  chain.  Particu- 
larly for  dial-up.  small  busi- 
ness and  domestic  users,  this 
weak  Unk  Is  likely  to  be 
located  in  the  section  of  the 
network  that  carries  traffic 


the  last  half-mile  to  the  desk- 
top, the  so-called  local  loop. 

Much  development  work  is 
being  done  on  bridging  the 
gap  between  ISDN  (inte- 
grated services  digital  net- 
work) and  the  much  faster 
T-l  connections,  the  former 
being  about  the  fastest 
option  before  the  massive 
leap  to  the  bandwidth  of  the 
latter.  "However,  [alterna- 
tive] services  are  unlikely  to 
be  fully  deployed  for  around 
two  years,  meaning  that 
there  will  still  be  a lack  of 
bandwidth  for  these  compa- 
nies in  the  foreseeable 
future,"  says  Datamonitor's 
Phil  Codling. 

“The  ultimate  aim  of  ser- 
vice providers  is  Fibre  To 
The  Home,  but  it  is  accepted 
that  this  is  many  years 
away.  Estimates  range  from 
15  to  30.”  Fibre  inherently 
contains  around  100  times 
the  capacity  of  coaxial  cable. 
Coaxial  cable  networks 
inherently  contain  around 
1,000  times  the  bandwidth  of 
copper  pairs,  the  link  that 
dominates  the  local  loop 
now. 

But  this  is  not  to  say  that 
local  loop  speeds  are  not 
improving  rapidly.  ADSL 
(asymmetric  digital  sub- 
scriber line)  and  cable 
modems  will  provide  the 
next  leap  in  service  at  this 
end  of  the  market  "ADSL 
and  VDSL  (very  high-da ta- 
rate  DSL)  together  allow  car- 
riers to  move  to  a fibre 
arch!  tec  tore  through  ever- 
shortening  copper  pairs, 
with  the  data  speed  being 


adjusted  for  local  condi- 
tions," says  Mr  Codling. 

In  part  because  of  this 
delay,  software  tools  that 
optimise  the  hardware's 
efforts  and  provide  an  alter- 
native to  relentless  upgrades 
are  rapidly  gaining  ground. 
The  deeper  argument  in 
favour  of  this  approach  is 
that  the  internet's  perfor- 
mance Is  a more  subtle  issue 
than  just  a question  of  the 
size  of  the  backbone, 
whether  this  is  under  the 
Atlantic  or  at  the  end  of  the 
street. 

Reverse  Proxy  Caching  is 


by  breaking  the  flow  down 
according  to  different  types 
of  data  and  then  handling 
each  more  appropriately. 
Consider,  for  example,  what 
happens  when  voice  is  trans- 
mitted alongside  data  in 
web-based  call  centre  ser- 


The  internet’s  wild 
nature  brings  big 
problems  for 
‘voice  packets' 


one  intelligent  technology 
used  to  ease  pressures  on 
the  Internet.  Local  servers 
are  used  to  store  web  con- 
tent that  is  either  frequently 
requested  or  stays  compara- 
tively static  over  time. 
“Approximately  80  per  cent 
of  the  internet  is  like  this,” 
says  Eugene  Forrester, 
regional  product  manager 
for  Novell,  the  US  network- 
ing software  group. 

“Caching  offloads  the 
demand  from  the  web  server 
as  well  as  working  much 
more  efficiently,  since  the 
streaming  of  information 
can  be  performed  ahead  of 
an  enquiry  being  made.” 

Additional  gains  can  be 
made  not  only  by  redistri- 
buting the  flow  of  traffic 
across  the  network,  but  also 


vices. 

The  chaotic  nature  of  the 
internet  that  arises  from 
packets  of  data  being  sent 
independently  creates  great 
problems  for  voice  packets 
that  have  to  arrive  more  or 
less  simultaneously  at  their 
destination.  To  avoid  delays, 
voice  must  be  given  priority, 
but  this  reduces  the  overall 
speed,  since  it  means  that 
packets  must  he  physically 
inspected. 

"A  trade-off  can  be  man- 
aged by  introducing  flow 
sensitivity,"  says  Todd 
Krautkremer.  vice  president 
for  marketing  at  Packet  eer, 
the  US  bandwidth  manage- 
ment company.  “At  the  cen- 
tre of  the  network,  speed  is 
all  important  So  our  tech- 
nology inspects  packets  at 
the  edge  and  attaches  a sig- 
nature to  them,  allowing 
transmission  rates  to  be  var- 
ied without  having  to  look  at 
every  packet  every  time." 

This  technology  Is  called 
Stateful  Inspection  and' is 
also  deployed  by  Cisco,  the 
US  network  equipment 
group,  In  its  PK  FlrewalL 
Again,  instead  of  every 
packet  being  inspected  as  it 
moves  through  the  firewall, 
data  is  classified  in  advance 
by  a proxy  server. 

Virtual  Private  Networks 
pose  a similar  problem. 
VPNs  are,  in  essence,  a 
means  for  parties  to  speak 
privately  to.  one  another 
across  otherwise  open  net- 


works. The  facility  is  deliv- 
ered by  hardware  that  opens 
up  tunnels  across  the  public 
highway  through  which 
secure  data  travels. 

"There  are  various  ways  erf 
doing  this,  but.  it  makes 
intense  demands  on  tradi- 
tional routers;  since  data 
must  be  encrypted  and  then 
interpreted,  compressed  and 
then  decompressed.” 
explains  Colin  Gibbs, 
systems  engineer  manager 
with  Nortel's  Bay  Networks. 

However,  a distributed 
switch  architecture,  which 
spreads  the  load  for  encryp- ' 
tion  and  compression  func- 
tions across  a number  of  pro1 
cessors.  means  that  the 
traditional  routers  - of 
which  the  bulk  of  the  inter- 
net is  currently  comprised  - 
can  be  blind  to  the  demands 
of  VPNs.  ••••■ 


"Doing  this  wfll  be  a prob- 
lem for  a while  on  the  inter- 
net, since  ISPs  and  their  net- 
works do  not  necessarily 
support  distributed  architec- 
tures." says  Mr  Gibbs. 

"We  advise  customer*  to 
ask  about  it  and  ensure  that 
encryption  and  compression 
can  be  adequately  handled. 
Otherwise,  it  can  cause 
severe  problems.” 

The  death  of  bandwidth, 
when  infinite  connectivity 
becomes  a commodity  rather 
than  a luxury,  is  predicted 
by  some  experts  to  be  only  a 
few  years  away. 

For  many  internet  users, 
however,  they  could  be 
rather  Long  years.  Intelligent 
technology,  offering  alterna- 
tives to  the  crude  demand 
for  more  hardware  power, 
will  make  the  waiting  period 
more  bearable. 


SMART  CARDS  ON  THE  INTERNET  by  Rod  Newing 


High  potential,  big  delays 


Smart  cards  could  offer  security  in  online 
payments,  but  by  the  time  they  are  ready 
for  use,  they  may  not  be  needed 


In  the  anonymous  world  of 
the  internet,  smart  cards 
offer  a means  of  authenticat- 
ing that  you  are  who  you 
claim  to  be.  A smart  card  is 
like  a payment  card,  but  con- 
tains an  embedded  tamper- 
proof computer  processor. 

This  allows  it  to  carry  out 
complex  encryption  calcula- 
tions and  to  hold  data  - 
such  as  digital  certificates  - 
securely.  These  can  only  be 
obtained  from  a trusted 
third  party  organisation  to 
whom  the  holder  is  known. 

A smart  card  brings 
authentication  and  portabil- 
ity to  electronic  mail,  elec- 
tronic commerce,  electronic 
cash,  banking,  subscription- 
based  information  services, 
dealings  with  governments, 
electronic  tickets  and  reser- 
vations, stock  purchasing 
and  other  activities. 

"As  well  as  lacking 
authentication,  internet 
security  is  weak  because 
encryption  keys  are  stored 
on  a PC  and  controlled  by 
Insecure  browsers."  says 
Nick  Habgood,  chief  execu- 
tive of  Maosco.  an  industry- 
wide consortium  that  con- 
trols the  Multos  multi-appli- 
cation operating  system. 

"There  is  also  no  proof  of 
the  transaction  in  the  event 
of  a dispute.  A smart  card 
provides  a tiny  secure  area 
to  store  encryption  keys  that 
can  be  physically  removed 
from  the  PC.  The  most 


important  challenge  isn’t 
cryptography,  but  secure 
key  management." 

The  smart  card  itself  is 
currently  protected  by  a per- 
sonal identification  number 
(PIN),  but  in  future  it  may 
be  protected  by  a biometric 
measure,  such  as  fingerprint 
identification.  The  smart 
card  can  be  inserted  into  the 
PC.  using  a terminal 
attached  to  the  back  or  to 
the  keyboard.  The  latter  is  a 
more  secure  solution,  as  the 
keyboard  can  be  isolated 
from  the  computer  while  the 
PIN  is  keyed  in. 

GemSafc  from  Gemplus  is 
an  example  of  the  sort  of 
product  available.  For  $99.  a 
user  can  purchase  a multos 
smart  card  with  a download- 
able Verisign  digital  certifi- 
cate and  a terminal.  This 
provides  authentication  for 
web  site  access  and  elec- 
tronic commerce  in  conjunc- 
tion with  secure  sockets 
layer  (SSL),  the  internet 
encryption  standard.  It  will 
also  provide  secure  elec- 
tronic mail  tf  both  parties 
support  the  product. 

Corporate  versions  are 
aimed  at  business- to-busi- 
ness  transactions  and  can  be 
combined  with  network 
access  controls,  which  will 
become  increasingly  impor* 
tant  with  the  introduction  or 
Windows  2000,  the  next  ver- 
sion of  Microsoft's  major 
operating  system.  The  US 


company  has  recently 
announced  Smart  Card  for 
Windows,  an  operating  sys- 
tem for  smart  cards,  with 
the  vision  "to  place  a smart 
card  to  every  pocket  that 
enables  the  cardholder  to 
have  secure  access  to  online 
resources". 

Mondex  International,  the 
MasterCard  subsidiary,  has 
just  launched  a Multos  mul- 
ti-functional smart  card  that 
carries  ActivCard,  a product 
similar  to  GemSofe.  This 
allows  banks  to  issue  smart 
cards  that  provide  debit  and 
credit  payments  combined 


The  internet 
won’t  wait  for 
smart  card 
solutions’ 


with  Mondex  electronic  cash 
and  secure  authentication 
for  personal  banking  and 
other  transactions. 

“It  completes  In  a single 
card  the  set  of  services 
required  to  do  business 
online  over  all  networks,’ 
says  Lloyd  Daniels,  senior 
manager  for  new  products  at 
Mondex. 

Smart  payment  cards  are 
already  in  issue  in  Belgium. 
France.  Germany  and  The 
Netherlands,  and  the  UK  has 
just  started  issuing  them. 
"Once  they  are  in  wide- 
spread use,  everyone  will 
cany  proof  that  a card  is 
genuine  and  of  the  correct 


identity  of  the  buyer,"  says 
Carolan  Mcarns,  author  of 
The  Smart  Card. 

"This  ability  to  provide 
digital  signatures  through 
the  card  has  the  potential  to 
transform  internet  trading 
by  making  it  possible  to 
carry  out  secure  internet 
trading  from  the  home, 
office,  hotel  room,  kiosk  in  a 
shopping  mall  or  from 
mobile  telephones.  However, 
smart  payment  cards  are  not 
In  widespread  issue,  particu- 
larly not  in  the  United 
States,  where  internet  usage 
is  greatest." 

Smart  cards  are  being  har- 
nessed to  provide  electronic 
cash  in  the  physical  world 
and  offer  the  potential  to 
make  “micropayments"  over 
the  internet.  More  impor- 
tantly, the  internet  offers  an 
obvious  channel  for  down- 
loading cash  from  a bank 
account  to  the  card  to  be 
spent  physically. 

"Smart  cards  are  a tech- 
nology with  a lot  of  promise 
on  the  internet,  but  there 
are  a lot  of  obstacles  to 
deployment."  says  Gary 
Eichorn,  chief  executive  offi- 
cer of  Open  Market,  the  elec- 
tronic commerce  software 
provider.  "One  of  these  is 
the  ability  to  have  access  to 
cheap  and  easy  readers  on 
the  desktop  for  the  con- 
sumer, as  well  as  the  infra- 
structure required  on  the 
server," 

Weils  Fargo,  the  world's 
largest  internet  bank,  has 
recently  conducted  a seven 
month  trial  for  loo  employ- 
ees to  use  a smart  card  over 


the  internet.  It  authenticates 
them  to  transfer  money 
between  their  checking, 
savings  and  money  market 
accounts  and  to  transfer 
funds  to  the  card  as  Mondex 
electronic  cash.  This  can  be 
spent  on  the  internet  with 
three  merchants  or  used 
physically  in  the  staff  can- 
teen and  nearby  shops. 

“The  objective  was  to  test 
the  technology,"  says  Clark 
Weber,  electronic  commerce 
product  manager  at  Gemplus 
who  was  involved  with  the 
trial.  "There  are  network 
issues  to  address,  as  trans- 
ferring cash  to  the  card 
takes  25-30  seconds.  People's 
toleration  level  to  delay  is 
about  15  seconds  maximum.” 

The  widespread  use  of 
electronic  commerce,  inter- 
net banking,  online  share 
trading  without  smart  cards 
is  ominous,  it  will  be  espe- 
cially difficult  to  suggest  to 
people  that  their  current 
transactions  need  more  secu- 
rity without  frightening 
them  off-line  completely. 

“The  internet  won't  wait 
for  smart  cards  and  will 
solve  its  own  problems,” 
says  George  Wallner,  chair- 
man and  chief  technologist 
at  Hypercom.  the  data  equip- 
ment manufacturer.  "We  sell 
a lot  of  electronic  commerce 
software  and  authentication 
is  not  our  customers'  con- 
cern. but  making  a sale. 
Everybody  understands  that 
payment  security  is  a weak* 
□ess.  but  by  the  time  smart 
cards  become  useful  for  the 
internet,  it  won't  want 
them!” 
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Insurance  web  sites ,,. 
mushroom  in  the  US 


For  the  insurance  industry,  a big  . 
advantage  of  selling  via  the  internet 
is  that  the  client  does  the  work  and 
pays  the  connection  costs,  writes 

Geoffrey  Naim 


Insurance  lias  long  been  the 
Sleeping  giant  of  the  finan- 
cial services  industry  and 
innovators  must  contend 
with  the  weight  of  tradition 
and  the  complexity  of  insur- 
ance regulations. 

But  the  sector’s  conserva- 
tism is  starting  to  crumble 
as  more  insurers  discover 
the  advantages  of  direct  sell- 
ing via  the  internet  The  US 
has  led  the  way  in  selling 
insurance  online. 

US  insurers  have  the 
advantage  of  high  internet 
penetration  and  a large 
homogeneous  market  that 
allows  products  to  be  mar- 
keted nationwide. 

In  Europe,  by  contrast, 
insurers  must  contend  with 
lower  internet  usage  and  a 
patchwork  of  national  rules 
and  customs. 

A single  European  market 
for  insurers  has  supposedly 
existed  since  1994,  when  a 
unified  system  for  their 
authorisation  and  financial 
supervision  came  into  effect. 
But  the  European  Commis- 
sion admits  that  giffnffir'gnt 
obstacles  remain  to  the  mar- 
keting of  insurance  across 
borders. 

Where  liberalisation  has 
had  most  effect  is  In  national 
markets  which  previously 
had  strict  controls  over 
insurance  policies  and  tar- 
iffs. One  such  market  is 
Italy,  where  car  owners  once 
had  little  reason  to  shop 
around  for  obligatory  third- 
party  cover  as  all  insurers 
charged  the  same  tariffs, 
fixed  by  the  government. 

In  1995,  this  market  was 
deregulated  and  Italy’s 
insurance  companies  were 
free  to  set  their  own  prices. 
HAS,  a leading  Italian 
insurer  owned  by  Germany's 
Allianz,  responded  to  this 


challenge  by  creating  a low- 
cost  direct  sales  operation, 
Lloyd  1865.  to  sell  motor 
insurance  policies  over  the 
telephone. 

In  the  direct  insurance 
market,  providers  compete 
almost  exclusively  on  price 
aid  so  Lloyd  1885  offers  a 
limited  range  of  low-cost  pol- 
icies suited  to  quick  «*TBng 
over  the  phone.  AH  rails  are 
handled  by  a call  centre  in 

Milan  with  an  inthnpatfrin 
technology  infrastructure 
developed  by  Andersen  Con- 
sulting. 

The  unit  has  sold  around 
30,000  policies  over  the 
phone  In  1997.  HAS  decided 
to  extend  the  Lloyd  1885 
direct  sales  operation  to 
cyberspace.  It  asked  Ander- 
sen to  build  a site  that  could 
deliver  quotations  in  real- 
time  and  allow  customers  to 
complete  their  application 
online,  including  processing 
credit  card  payments. 

This  new  site,  called  Gen- 
iaLloyd,  is  linked  directly  to 
the  quotation  engine  used  by 
the  call  centre  operators. 
The  complete  system,  based 
on  Microsoft  technology, 
cost  around  L2bn  (gl.im) 
and  went  live  in  September 
1996.  in  its  first  month,  it 
made  14,000  quotations. 

“The  response  was  beyond 
our  wildest  dreams,”  says 
(Sorgo  Di  Paolo,  head  of  the 
Milan-based  Insurance  unit 
of  Andersen  Consulting. 
Only  170  poficles  were  sold 
in  the  first  month,  but  this 
has  risen  to  1,700  in  early 
1999.  According  to  the  insur- 
ance company,  10  per  emit  of 
Its  policies  are  now  sold  over 
the  internet  and  the  value  of 
these  policies  is  relatively 
higher  as  internet  customers 
tend  to  buy  higher-premium 
products  than  tho6e  who  call 


OUTSOURCING  by.  Andrew  Bolger 

An  emphasis 
on  strategic 


Insurance  companies  of  all  sizes  are 
having  to  rethink  their  approach  to . 
information  technology 


The  traditional  world  of 
insurance  is  being  trans- 
formed by  deregulation  and 
new  entrants  using  technol- 
ogy such  as  direct  telephone 
cftTHng  and  the  internet. 

hx  Europe,  a wave  of  trane- 
border  mergers  has  created  a 
“premier  league”  of  compa- 
nies that  operate  on  the 
global  stage  - such  as  Axa  of 


approach  adopted  by  Ander- 
sen Consulting  and  Pruden- 
tial Corporation,- the  UK’s 
largest  fife  assurance  , com- 
pany, after  they  together 
analysed  a range  of  IT 
options  from  outsourcing  to 
w>lring  an  itt-house  transfor- 
mation. 

The  result  was  the  cre- 
ation in  late  1997  of  PruTech, 


global  Stage  — suen  rwi  ui  aaoniaiweuDM**^^ 

Prance,  Allianz  of  Germany  a wholly-owned  IT  snbsid- 
and  Aegon,  the  Netherlands-  iaiy  of  Prudential.  Managed 
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based  group- 

The  emergence  of  these 
giants  is  polarising  the  mar- 
ket threatening  mid-sized 
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in  partnership  with  Ander- 
sen, the  new  business  is 
responsible  for  designing 
and  implementing  IT  and 


ket  threatening  auu  

players  who  cannot  enjoy  related  change.  Initiatives, 
the  same  economies  of  scale  pruTech  also  provWes 


and  forcing  smaller  compa- 
nies to  search  for  profitable 

niches.  _ 

ha  spite  of  the  industry’s 

staid  image,  European  insur- 
ers wifi  spend  about  glflbn 
on  information  technology 
in  2001  as  the  final  effects  of 
preparations  for  the  year 
2000  date  changeover  and 
European  monetary  union 
are  felt,  according  to  Data- 


are  felt,  accoramg  to  !**«*-.  John  aiDouroe, 
monitor,  the  research  organ-  Qtiv.fl  q£  the  Prudential  s 
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isafion  and  consultancy. 

Although  insurers’  overall 
IT  expenditure  is  expected  to 

_ — _ ...  nTUlTinlfiP 


on  outsottfong  is  forecast  to 
grow  at  a coropoundam^ 
rate  of  16  pa  cm*  between 
1396  and  2003.  ■ 

However,  there  are  Wg  off- 
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farm**  between  countries  g^s,  the  big  US  computer 
j^Oecting  the  widely  varying  services  company,  fe  ter^- 
^rfderegulation,  as  well  middle-ranking  1^ 
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by  phone- 

‘"The  infinite  patience  of 
the  web  server  is  better 
suited  to  selling  complex 
products  than  the  call  centre 
operators,”  says  Mr  Di  Paolo. 
To  entice  Italians  to  spend 
up  to  20  minutes  fitting  in 
the  online  forms  — Italian 
bureaucracy  makes  no  con- 
cession for  net  surfers  - 
Lloyd  1885  offers  discounts 
of  up  to  15  per  cent  over  the 
rates  it  offers  by  phone. 

“The  . great  advantage  of 
selling  via  the  internet  is 
that  it  is  the  client  who  does 
the  work  and  pays  the  con- 
nection costs,”  says  Mr  Di 
Paolo.  If  It  sells  the  same 
policy  over  the  phone,  Lloyd 
1885  must  pay  a call  centre 
operator  to  answer  the  call 
and  also  pay  for  the  free- 
phone number  that  the  cus- 
tomer calls. 

Motor  insurance  is  the 
classic  “grudge"  purchase 
aflri  most  customers  renew 
their  policies  automatically 
because  it  IS  too  wwiftfr  fragile 
to  shop  around,  even  though 
they  suspect  they  could  get  a 
better  deal  elsewhere.  There 
is  thus  considerable  Interest 
in  using  the  internet  to 
make  It  simple  to  obtain 


comparative  quotes  freon  dif- 
ferent companies. 

Forrester  Research,  the  US 
market  research  company, 
says  nearly  half  of  online 
consumers  will  research 
motor  insurance  on  the 
internet  and  over  a quarter 
are  willing  to  buy  policies 
this  way.  Ins  Web,  a Califor- 
nian company,  was  a pioneer 
in  providing  comparative 
quotes  online  and  its  web 
site  today  offers  products 
from  28  insurers,  covering 
the  term  hfe,  home,  health 
and  motor  insurance  sectors. 

The  number  of  customers 
using  Ins  Web  grew  from 
660.000  in  1997  to  3m  in  1998, 
according  to  Darrell  Tice- 
burst,  the  company's  presi- 
dent 

“Our  research  shows  that 
consumers  are  starting  to 
feel  comfortable  buying 
insurance  over  the  internet 
and  while  price  is  certainly  a 
major  element,  the  most 
important  factor  is  the  inter- 
net’s convenience,”  he  says. 

InsWeb  acts  as  an  elec- 
tronic marketplace,  aggrega- 
ting real-time  quotes  from 
Insurers  and  presenting 
than  on  a single  screen  to 
allow  comparative  shopping. 


In  Sacramento,  Cafifornfe,  insurance  commissioner  Chuck  Quackanbueh  unwfls  a web  atte  that 
provides  consumer!  with  ‘comparison  shopping1  for  autoraobOs  insurance.  The  stta  provides  detaBed 
tnformatkm  concerning  Insurance  premiums  and  services  offered  by  28  Insurance  companies  «* 


It  makes  its  money  by 
imposing  a transaction 
charge  on  the  company 
when  a customer  buys  its 
policy  through  InsWeb, 
rather  than  charging  com- 
mission on  the  value  of  the 
policy  - which  is  the 
approach  of  a traditional 
broker. 


The  number  of  insurance 
sites  offering  comparative 
quotes  has  mushroomed  in 
the  US  in  the  past  year  or  so, 
and  many  claim  to  offer  a 
much  greater  number  of 
quotes  thaw  InsWeb  ran  pro- 
vide. Mr  Ticehurst  contends 
that  such  sites  are  not  so 
useful  because  too  many 


quotes  prove  confusing.  He 
also  says  that  the  quotes 
such  sites  offer  are  mostly 
indicative,  meaning  they  are 
based  on  a general  classifica- 
tion of  risks  rather  than 
actual  data. 

“We  guarantee  that  the 
prices  you  get  quoted  are 
accurate  and  that  you  will 


Financial 

services 

Here  and  on  the 
following  two  pages, 

FT  writers  highlight  the 
potential  of  online 
insurance 


be  covered  if  you  fin  in  the 
form  correctly,”  he  says. 

Misys,  the  UK  financial 
software  house,  also  sees 
promising  opportunities  in 
online  insurance.  It  started 
Its  Screen  trade  comparative 
quotes  web  site  in  1998  and 
now  offers  products  from 
seven  UK  insurers  for  motor 
and  travel  insurance. 

The  service  Is  based  on  the 
same  quotation  software 
that  Misys  sells  to  tradi- 
tional Insurance  brokers. 
According  to  Sarah  Moores, 
Screentrade’s  marketing 
manager,  the  service  is 
growing  by  70  per  cent  a 
month,  although  she  does 
not  disclose  user  numbers  or 
the  value  of  business  gener- 
ated. 
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day-today  IT  services  to  Pru- 
dential Assurance. 

AD  800  of  the  Prudential’s 
IT  staff  have  been  trans- 
ferred to  PruTech,  winch  has 
been  augmented  by  about 
150  Andersen  Consulting 
staff-  Chris  Kinder,  an 
Andersen  Consulting  part- 
ner, .serves  as  chief  execu- 
tive. 

John  Efoourne.  chief  exec- 


Remote 

access 
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One  company  can 
handle  It  all  on  a 
single  network. 
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retail  financial  services, 
says:  “This  npiffoe  arrange- 
ment plSff8  a sharper  focus 
on  IT  within  Prudential  and 
allows  us  to  tap  effectively 
Andersen  Consulting's 
knowledge,  skills  ^ ^ 

as-we  develop  our  future  u 
reqifireriJ*Dfe-" . . ■ • 
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as  cultural  differences.  assurance  arapain^P^ 

Datamonitor  says:  "0*  because  In^regulatOTybrn-- 
w^Dutch  fosnrera  have  ^^rease  their  adminis- 
tered to  be  more  tration  costs., 

use  external  suppliers,  for  Bingham,  managing 

their  technology  Rector  of  EOS’S  UK  Suan- 

ments.  while  insurers  in  the  ^ services  deisionj says 

gg^aem  European  -Kg  players  such  as  Pra^ 

and  Germany  have  2^*®™  am  enjoy  huge  eanK»niesrf 

to  'develop  and  maintain  got  mid-size  organisa- 

tfrdr  IT  systems  tlons  Bnd  it  difficult  to  IfItyve 

hafag  reluctant  to  trust  sob-  from  legacy  systems 

sion^ritieal  processes  to  significant  invest- 

third  parties-"  meat  - which  is  being 

Stew  Radc^pO^At^  required  at  a offow 

sen  Consulting  stresses  that  profltability  and^  felting 
outsourcing  can  investment  returns, 

wide  spectrum  o£  a^??S  EDS  estimates  that  it  costs 

-We  don? use  the  most  life  companfes  between 
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Managing  your  data  network  in  today’s  business  environment 
can  be  a daunting  task.  Need  help?  MCI  WorldCom  Advanced 
Networks  is  the  answer.  MCI  WorldCom  Advanced  Networks 
provides  comprehensive  remote  access,  managed  end-to-end 
security  and  virtual  private  network  services  to  3,300  of  the 
worlds  largest  corporations  whose  success  hinges  on  the  flow 


MCI  WORLDCOM 

of  critical  data.  AU  executed  by  a single  team,  dedicated  to 
customising  our  services  to  meet  vour  company’s  specific  needs. 
That  includes  integrating  solutions  to  help  you  migrate  your 
current  network  technology  to  next-generation  solutions. 
For  details  visit  us  at  www.wcom.net.  Tel:  0118  918  3400; 
Fax:  0118  918  3401  or  e-mail:  info@eu.wcom.net 


O im.  \JCJ  VGBI.DC0U.  be.  AUBighl*  Bnerad.  Tlr  namr»  mS  lopw  Wmifyb-  MCI  VoridConV  seniws  am  praprirtw;  marifcnfMCI  florWCom.  be.  oitri  ib.  .jiWihinM. 
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CASE  STUDY 

PRUDENTIAL  INSURANCE  COMPANY  OF  AMERICA 

How  a 1 2,000-strong  sales  force 
builds  better  links  with  clients 
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Mobile  systems  have  enabled  insurance 
agents  to  more  than  double  the  number  of 
life  policies  sold,  with  commissions 
showing  a sharp  increase 


in  the  age  of  the  internet  and 
the  inexorable  rise  of 
electronic  commerce,  one  big 
US  insurance  group  fas  relying 
on  that  most  traditional  of  all 
sales  methods  - agents  in  the 
field. 

But  the  Prudential  Insurance 
Company  of  America  has 
given  its  nationwide  sales 
network  a new  digital  twist 
Faced  with  the  prospect  of  a 
growing  online  market  in 
financial  services,  as  in 
numerous  other  sectors,  it 
decided  not  to  cut  down  on 
its  12,000-strong  sales  force 
but  to  equip  it  with  the  latest 
mobile  computer  systems. 

At  a cost  of  some  $100m  - 
part  of  the  group's  overall 
information  technology  budget 
of  Slbn  a year  - it  has 
provided  its  agents  with  IBM 
ThinkPad  notebook  computers 
and  access  to  a variety  of 
financial  solutions  over  a 
network.  “We've  got  to  make 
the  sales  force  more 
productive  and  effective,’' 
says  Barbara  Koster, 
Prudential's  chief  information 
officer. 

“Technology  is  the  only  way 
to  do  that  Otherwise,  you 
price  yourself  out  of  the 
market  Technology  is  critical 
to  our  future.” 

Despite  reservations 
expressed  by  some  of  the 


less  IT-minded  sales  agents, 
she  says  the  new  programme 

- called  Prudential  Launch  Pad 

- has  been  accepted 
positively.  “Agents  want  to 
know  how  to  use  technology 
to  make  better  sales 
presentations,"  says  Ms 
Koster. 

To  ensure  that  the  agents 
know  how  to  get  the  best  out 
of  their  new  technological 
aids.  Boston-based  Prudential 

- the  largest  US  life  insurer, 
which  has  no  connection  with 
the  quoted  UK  life  company 
of  the  same  name  - has  put 
them  through  an  intensive 
training  programme.  “Training 
was  fundamental  to  the 
success  of  the  programme." 
says  Ms  Koster.  Agents  can 
also  call  on  a 24-hour,  seven 
days  a week  hotline  - 
involving  both  IBM  and 
Prudential  - if  they  run  into  , 
problems. 

How  does  the  technology 
help  sell  more  insurance? 
Through  their  portable 
computers  and  access  to  the 
Prudential's  IT  system, 
insurance  agents  can  become 
more  productive  through 
having  speedier  access  to 
customer  and  policy  data  and 
thus  being  able  to  wnte 
policies  more  quickly. 

As  well  as  calling  up  data, 
analytical  material,  marketing 


brochures  and  other 
information,  agents  can  also 
complete  policy  applications 
through  dial-up  connections 
aver  the  IBM  Global  Network 
and  access  e-mail  through 
Lotus  Notes. 

Prudential  began  with  a 
six-month  pilot  programme, 
involving  nearly  500  agents 
and  managers.  Together  with 
other  streamlined  new 
business  processes,  the 
Launch  Pad  technology 
enabled  agents  to  more  than 
double  the  number  of  life 
policies  sold,  with 
commissions  rising  by  153  per 
cent 

Time-savings 

The  agents  said  they  could 
offer  customers  access  to 
information  more  quickly  and 
easily.  Thus  customers  could 
make  better  informed 
decisions  about  their 
insurance  needs.  The  time 
taken  to  process  new 
applications  shrank  from 
weeks  to  days. 

Ms  Koster  says  the 
equipping  of  agents  with  the 
latest  technology  is  aimed  at 
helping  them  provide  better 
and  faster  service  to 
customers  without  losing 
face-to-face  contacts. 

“What  we've  done  helps  to 
build  relationships  with  clients. 
They  feel  the  agents  have  the 
Information  at  their  fingertips." 

While  many  clients  are  now 
'mtemet-sawy  enough  to  do 
much  of  their  own  financial 


research  online.  Prudential 
believes  agents  in  the  field 
remain  crucial  to  the  customer 
relationship.  In  fact,  it  is 
adding  a further  2,500  sales 
representatives  this  year. 

But  clients  can  also  access 
more  information  online  and 
make  some  transactions 
directly  over  the  Internet 
Since  Prudential  has  found 
that  the  proportion  of  Its 
retired  clients  using  the 
Internet  is  now  36  per  cent,  it 
is  keen  that  its  agents  should 
keep  up. 

In  IBM’s  view.  Prudential's 
example  can  be  emulated  by 
other  companies  in  a variety 
of  sectors.  “There’s  not  a 
company  wrth  a sales  force 
that  is  not  looking  at  how  to 
improve  its  effectiveness." 
says  Virginia  Rometty.  general 
manager  of  IBM  global 
insurance  solutions. 

“Many  companies  do  not 
believe  in  just  the  internet  or 
agents,  but  in  a more  effective 
combination  of  both." 

Some  customers  want  to 
deal  only  face-to-face, 
although  a new  generation  is 
growing  up  which  is  wholly 
familiar  with  the  internet, 
However,  the  development  of 
new  FT  devices  - such  as 
palmtops  and  mobile  phones 
- and  of  voice  recognition  will 
soon  enable  people  to  interact 
wrth  technology  in  a more 
natural  way  - “we  don’t  just 
think  of  technology  as 
involving  a keyboard”. 

Andrew  Fisher 
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UFO  insurance:  in  Florida,  Mike  St  Lawrence,  owner  of  UFO  Abduction  Insurance,  has  soW  more  than  10000  pofleie 
insurance  against  abduction  by  aliens  in  unidentified  flying  objects 
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CASE  STUDY 

CGU 


Group  makes  a big  move 
to  network  computers 


Slimmed-down  personal  computers  will  be 
used  at  CGU  branches  throughout  the  UK 


When  Commercial  Union 
merged  with  General  Accident 
last  year  to  form  CGU,  It 
acquired  one  of  the  most 
ambitious  outsourcing 
operations  in  the  UK 
insurance  sector.  Now.  it 
looks  set  to  extend  its 
outsourcing  arrangement 
across  the  whole  company. 

GA  handed  over  its 
computers  to  IBM  in  1996  in  a 
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The  Banker  is  a monthly  publication 
that  provides  extensive  coverage  of 
international  banking  and  finance. 


Y2K 

black  hole 
for  banks? 


Who's  ready?  Who's  not? 


Find  out  from  THE  BANKER'S  exclusive  Y2K 
Survey  of  the  Top  1 000  Global  Banks: 

>-  How  much  each  bank  spent  on  their  Y2K  project? 

Which  banks  will  be  compliant  and  when? 

^ Which  banks  have  contingency  plans? 


19-year  contract  valued  at 
£330m  ($534m).  Before  then, 
GA  had  retied  mainly  on  old 
software,  which  it  had  written 
itself  to  suit  Its  own 
requirements,  and  heavily 
customised  applications 
packages.  It  had  decided  that 
these  systems  could  not  be 
maintained  cost-effectively 
and  that  it  should  move  to 
packaged  software. 

It  chose  an  Australian 
package  called  Huon,  which 
IBM  marketed  and  supported 
worldwide,  and  decided  to 
outsource  its  entire 
information  technology 
operation  in  Perth,  Scotland, 
to  IBM,  The  US  computer 
group  was  keen  to  make  a 
success  of  the  deal  and  turn 
the  Perth  srte  into  a centre  of 
excellence  for  the  whole 
insurance  sector,  becoming  a 
reference  site  from  which  it 
could  expand  its  customer 
base. 

Outsourcing  solved  the 
awkward  problem  of  what 
would  happen  to  GA  systems 
development  staff  after  the 
move  to  packaged  software.  If 
they  had  been  made 
redundant,  they  would  have 
had  a poor  chance  of  finding 
alternative  employment  near 
Perth.  Together  with  the  lease 
of  the  mainframes.  IBM, 
therefore,  took  over  276  GA 
staff  and  50  contractors,  who 
joined  its  team  in  Perth.  IBM 
became  effectively  a tenant  in 
its  client's  premises. 

GA  retained  ownership  of  its 
IBM  RS/6000  mid-range 
servers,  as  weD  as  other 
servers,  terminals, 
communications  and  desktop 
machines.  If  also  kept 
responsibility  for  forming 
information  technology 
strategy  and  maintained  a 
small  in-house  team  for 
managing  the  relationship  with 
IBM  and  developing  ideas  for 
new  systems. 

The  prime  abjective  of  the 
new  arrangement  was  for  IBM 
to  take  control  of  software 
applications  and  enable  the 
company  to  migrate  from  its 


old  bespoke  systems  to  the 
new  Huon  package.  It  is  a 
huge  exercise  In 
rationalisation,  according  to 
Max  Currie,  the  chief  IT 
manager. 

The  result  should  be 
systems  which  require  a 
minimum  of  customisation 
and  are  cheaper  to  maintain 
than  their  predecessors,  while 
delivering  a range  of  functions 
closer  to  the  company's 
requirements.  Once  the  new 
systems  are  bedded  down, 
the  future  would  seem  to 
require  insurance  products  to 
be  fitted  to  computer  systems 
rather  than  the  other  way 
around. 


Advantage 


Another  outcome  should  be 
that  new  insurance  products 
can  be  designed  and  brought 
to  the  market  more  quickly 
and  easily  than  with  the  old 
bespoke  systems.  This  could 
cut  months  of  work  to  weeks, 
according  to  Mr  Currie-  IBM 
has  begun  installing  its 
network  computers  - 
cut-down  personal  computers 
designed  to  receive  most  of 
their  information  from  a 
central  server  - in  one  of  the 
largest  moves  to  NCs  so  far 
carried  out  in  Europe. 

NCs  are  to  be  used  in  the 
branches  around  the  UK  for 
personal  and  commercial 
insurance,  replacing  dumb 
mainframe  terminals  and  more 
expensive  personal 
computers.  The  NCs  will 
provide  access  to  the  Huon 
applications  running  at  Perth. 

IBM  said  that  it  opted  for 
NCs  because  they  would  be 
much  cheaper  and  easier  to 
run. 

CGU's  linked  brokers  win 
have  the  same  technology 
installed  later.  Overall,  the 
outsourcing  arrangement  is 
reckoned  to  have  been  a 
success  so  far. 

IBM  has  put  some  of  it & 
best  Insurance  systems 
experts  into  Perth  in  a bid  to 
make  it  a showcase  for  its 
stalls  in  that  sector.  1 

GA  believes  that  although  it  | 
may  not  have  saved  money 


directly,  it  is  now  spending 
more  on  systems  which  will 
convey  a definite  market 
advantage  and  less  on  merely 
maintaining  the  status  quo. 
However,  it  is  still  very  eerty  in 
the  10-year  contract  and  there 
is  likely  to  be  turbulence 
ahead. 

The  merger  of  GA  and  CU 
was  intended  by  the 
management  to  save  around 
£225m  over  the  first  two 
years,  much  of  it  by  unifying 
computer  systems.  Analysts 
were  sceptical  as  to  whether 
such  savings  could  be 
achieved  so  quickly,  but  the 
plan  gave  rise  to  a question 
about  the  future  of  CU's 
computing  strategy. 

GA's  Perth  centre  was 
designated  as  the  head  office 
for  the  combined  general 
insurance  business.  CU's 
in-house  development  . 
strategy  seems  to  be 
completely  out  of  favour  now. 

According  to  business 
service  director  Bill  Brant,  the 
whole  of  the  company's 
general  insurance  business 
will  be  based  on  Huon.  CGU’s 
direct  insurance  business  has 
already  gone  over  to  Huon 
and  by  the  end  of  this  year 
most  of  Its  persona)  lines  will 
have  followed. 

Around  50  integrated 
branch  offices  will  also  move 
to  Huon  tills  year.  By  the  end 
of  next  year,  most  of  tire 
commercial  lines  wifi  also  be 
on  Huon. 

The  farmer  CU  mainframe 
site  at  Whyteleafe  in  Croydon, 
near  London,  is  to  be  closed 
as  a data  centre  and  its 
processing  power  will  be 
transferred  to  Perth,  although 
the  Whyteleafe  centre  may 
continue  life  as  a support  and 
systems  development  site, 
says  Mr  Brant. 

IBM  could  soon  have  a 
much  larger  outsourcing 
contract  in  terms  of  rts  data 
centre  operations  and  the 
desktops  which  it  supports,  it 
will  certainly  have  far  more 
NCs  to  install  and  operate. 

But  Mr  Brant  says  that  some 
of  the  contact  with  users  and 
the  helpdesk  function  are 
likely  to  be  brought  back 
in-house. 

This  re-organisation  is  very 
irkefy  to  cause  some  tension 
between  IBM  and  rts  client.  As 
Richard  Griffiths,  a consultant 
wrth  Winchester  White,  the  UK 
management  consultancy, 
points  out,  “the  difficulty  of 
long-term  contracts  like  this  j 

one  rs  that  there  is  bound  to  | 
be  a change  in  direction  of  ■ 

both  the  partners  during  its  , 

term  which  is  gang  to  be  j 

difficult  to  manage”.  I 

George  Black  j 
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From  previous  page 

each  existing  customer  and 
from  £60  to  £70  (o  acquire  a 
new  customer.  It  guarantees 
to  reduce  those  costs  to 
about  C9  and  M0  respec- 
tively. 

Mr  Bingham  believes  that 
outsourcing  is  very  much 
related  to  business  process 
operations  rather  than  being 
a technology  issue.  “It  can 
take  some  insurers  2-1 
months  and  £lm  to  develop  a 
new  product.  We  are  looking 
to  provide  customers  with  a 
system  that  will  allow  them 
to  develop  a now  product  in 
24  weeks."  EDS  also  believes 
it  can  help  mid-market  play- 
ers develop  “white  label- 
insurance  products  that  can 
be  sold  through  retailers  and 
affinity  groups,  a market 
currently  dominated  by  the 
big  players  such  as  CGU.  the 
' UK's  biggest  composite 
i insurer,  and  Aegon. 

The  rapid  pace  of  techno- 
logical and  market  change  in 
insurance  lias  led  some  to 
speculate  about  tbe  scope  for 
“virtual"  Insurers  - compa- 
nies that  might  only  have  a 
brand  image  and  core  under- 
writing and  actuarial  capac- 
ity, outsourcing  much  of 
what  has  traditionally  been 
the  industry's  business  such 
as  clerical  work,  claims  and 
investment  management. 
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Mike  Smart,  UK  sales  and 
marketing  director  of  PM5C. 
which  provides  IT  services 
to  the  insurance  industry, 
says:  “The  virtual  company 
is  of  interest  not  only  to  new 
entrants  but  also  to  existing 
players  looking  to  alter  their 
cost  structure,  trial  new 
products  and  experiment 
with  new  distribution  tech- 
niques. 

"Establishing  a virtual 
company,  which  transacts 
business  entirely  across  the 
internet,  has  generated 
immense  interest  in  tbe  US 
ahd  It  is  following  here  in 
Europe."  PMSC  points  out 
that  in  this  type  of  environ- 
ment, administrative  costs 
are  all  variables,  allowing 


rapid  entry  through  utilising 
established  technical  infra- 
structures and  rapid  exit  if 
market  conditions  warrant  a 
withdrawal. 

Mr  Smart  says:  “While  not^- 
every  organisation  will* 
embrace  tbe  concept  of 
becoming  a virtual  entity  - 
nor  should  they'  - this  more 
lateral  approach  does  pro- 
vide tremendous  scope  for 
changing  the  structure  and 
costs  base  of  a business. 

“Too  often,  decisions  relat-  * 
ingr  to  the  outsourcing  of 
hardware  components,  main- 
tenance of  technical  infra- 
structure. utilising  packages 
or  the  creation  of  a virtual 
company  are  clouded  by 
emotive  issues." 
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CASE  STUDY 

WORLD  INSURANCE  NETWORK 


technology,  especially  toat 


enough  on  their  own- Ft* 


Insurers  enter  the  world  of  olodT'orBc c ir  ^ 

electronic  commerce 

By  developing  more  efficient  communications  around  the  world, 
the  industry  can  create  increased  value  for  customers 


example.  ™ 

cannot  bo  trusted  to  preserve 
the  integrfty  of  to®  10*9® 
electronic  documents  of  the 
type  that  commercial  insurers 
typjcstiy  exchange,  tot  alone 

the  <teta3s  of  trades  that  are 

worth  »>ns  of  dollare. 

But  developing  appropriate 
security  to  mateh  the 
P^gf^efistics  of  tha  industry 
is  important,  too.  “The  nght 

. -l  . c uiMwIinn 


The  commercial  insurance 
fodustry  is  in  the  middle  of  a 
unique  and  tortuous  process 
of  convergence  that  is  a direct 
result  of  the  imperatives  of 
electronic  commerce. 

' ki  Europe,  two 
organisations.  Urn  net  (London 
Insurance  Market  Network) 
and  Brussels-based  Rinet 
(Reinsurance  and  Insurance 
Network),  have  dominated  the 
electronic  exchange  of 
information. 

But  late  In  1995,  a new 
body  was  formed  by  four  of 
the  world's  largest  insurance 
brokers,  Aon  Group,  J & H 
Marsh  McLennan,  Sedgwick 
and  Willis  Corroon.  Their 


vision  was  that  the  Work!  - 
Insurance  Network  (WIN) 
should  provide  the  preferred 
electronic  marketplace  for  the 
industry. 

This  was  an  implicit  critique 
erf  the  efforts  of  Umnet  and 
Rinet  to  grapple  with  the  rise 
of  electronic  commerce. 
However,  In  a further 
development,  the  three  test 
year  announced  the  creation 
of  a steering  committee  to 
consider  the  formation  of  a 
new  merged  organisation.  Tins 
is  now  due  to  start  operating 
in  June.  “We  are  bringing 
together  participants  from 
both  sides  of  the  Atlantic  and 
Europe.  It  Is  pioneering  work 


wfth  many  people  and 
interests  sitting  around  the 
table,"  explains  John  Hosie, 
WIN'S  Sales  & Marketing 
Director.  The  deltoerations  are 
thus  expected  to  represent  a . 
revolution  tor  commercial 
Insurance  as  it  comes  to 
terms  with  the  new  reaHties  of 
global  electronic  commerce. 

WIN  was  designed  to 
promote  the  Industry-wide 
adoption  of  electronic 
commerce.  Its  strategy  was 
focused  on  a number  of 
directives,  inducing  the 

replacement  of  paper  with 

electronic  documents  and 
Information,  the  reduction  of 
costs  aid  Increased  cflent 


depositories  Is  one  aspect," 
says  Graham  Mansfield, 
global  solutions  manager  with 

IBM,  a Umnat  psrtner  with  an 

Interest  in  the  WIN  project 
*tf,  for  example,  a broker 
publishes  risk  Information  for 
anderwrtter3,  he  does  not 
necessarily  want  them  all  to 
see  exactly  the  same  details. 
Similarly,  an  underwriter  wants 
to  have  a private  relationship 
with  the  broker.” 

However,  WIN's  goals  did 

not  stop  there.  WIN  saw  the 

Industry  befog  left  behind  in 
the  world  of  electronic 
communication.  “In  the 
banking  industry,  electronic 
networks  such  as  SWIFT  are 


The  World  Insurance  Network  is  promoting  an  industry-wide  adoption 


bottle  of  claret  at  lunch. 

But  more  significantly,  it  is 
aimed  at  revitalising  the 
Industry  through  process 
Transformation-  “Lots  of 
organisations  are  saying 
things  to  the  industry  about 

the  need  for  global 
standards,"  continues  Mr 
Hosie.  “We  speak  from  the 
brokers'  perspective,  since 
they  are  the  start  of  the  food 
chain.  Parts  of  the  insurance 
industry  are  electronically 
advanced  already,  but  unless 
brokers  do  it  technologically 


the  norm."  WIN’S  web  ate 
explains.  “Only  1 per  cent  of 

global  insurance  transactions 
are  executed  over  electronic 
networks." 

In  other  words,  WIN  is 
challenging  an  entrenched 
culture  to  change.  The 
otd-boy  network,  is  to  be 
usurped  by  an  electronic 
network  that  enhances 
collaboration  between  trading 
partners.  On  one  level,  this  is 
about  encouraging 
participants  to  move  beyond 

deals  done  over  a shared 


of  e-commerce 


as  wen,  moving  forward  is 

hindered." 

Ultimately.  WIN  was  driven 
by  the  strong  conviction  that 
electronic  commerce  is  its 
own  best  argument,  since  the 
efficiencies  that  it  delivers  for 
global  inter-company 
communication  actually  free 
the  industry  to  genuinely  add 
value  for  the  future.  “We  have 
achieved  much  but  are  still 
really  only  scraping  the 
surface."  Mr  Hosie  adds 
wistfully. 

WlNconnect  is  the  first 


tangible  manifestation  of  its 
vision.  This  is  a messaging 
service  similar  to  an  intranet 
for  facilitating  the  transactions 
of  information  between 

brokers  and  insurers. 

This  global  connectivity 
includes  3 directory  that 
dramatically  opens  up  the 
number  of  contacts  a 
partictpanl  can  draw  on.  it 

also  includes  extra  toturj 

such  as  news  and  information 
services.  . 

As  WIN  has  been  PjA 

through  its  paces.  boQiUoine. 

and  Rinet  have  also  been 
active.  Linnet  has  launched  a 
new  irrtsmet-based  trading 
system  to  replace  the 
market’s  existing  EOl-baseo 
system  that  was  judged  to  ne 
out  of  date  and  under-used. 

Rinet  hes  introduced 
RINLrede  to  make  insurance 
placing  faster,  easier  and 
more  cost-effective. 

“We're  aso  looking  at 
security  issues,"  says 
Margaret  Haffenden  of  Rinet. 
"How  do  you  make  sure  that 

the  person  offering  business 
electronically  is  actually  who 
they  say  fney  are?"  Legal 
issues  are  also  being  studied 
- “what  does  national  and 
European  law  have  to  say 
about  electronic  commerce?" 

Mark  Vernon 
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Taking  up  a strategic  position 
to  meet  clients’  future  needs 
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Even  though  business 
justify  the  investment, 

Eagle  Star  Direct  did  not  want 
to  create  a web  site  that  only 
provided  information.  So  it 
decided  to  use  the  internet  to 
sell  its  products  efficiently  and 
in  away  the  consumer  found 
ggsy  to  understand  and  use.  tt 
stated  with  motor  insurance 
in  August  1997,  wfth  travel 
fotowing  in  April  1998  and 
home  insurance  in  July  1998. 

Its  phRosophy  is  that  the 
site  should  be  as  interactive 
and  usef-friendty  as  possible; 

a visitor  looking  fora  quote 

must  be  able  to  continue  to 


generated  by  the  web  site  does  not  yet 
valuable  lessons  are  being  learnt 


purchase  the  policy.  It  uses 
JavaScript  to  produce  a 
dynamic  interface  that 

presents  relevant  options  and 

changes  in  response  to  the 
information  supplied. 

1 see  the  Internet  as  a very 

important  development  for  us 
and  l am  delighted  with  the 

way  that  Eagle  Star  Direct 

entered  the  market  and  the 
time  that  it  chose,*  says  ten 
Owen,  managing  cSrector  of 
personal  direct  at  Zurich 

Financial  Services,  formed 
from  the  UK  company's 


merger  with  Zurich  Insurance. 
The  contained  company  has 
direct  business  with  1m 
customers. 

Sales  volumes  are  currently 
60  per  cent  motor,  wfth  travel 
accounting  for  25  per  cent 
and  home  insreance  for  15 
pa- cent,  although  this  may 
reflect  a seasonal  influence. 
The  site  has  so  far  generated 
200,000  quotation  requests 

and  over  £1ro  in  gross  written 

premiums-  “Ties  is  less  than  1 
per  cent  of  our  total,  which  is 

In  line  with  what  we 


' ® Direct1  s site  has  generated  200000  requasts  for  trvwranca 


expected,"  says  Mr  Owen. 

■Current  sales  Agues  alone 
do  not  justify  investment  in 

the  site,  but  it  represents  a 
strategic  investment  to 
position  us  for  the  future  and 
the  cost  has  not  been  huge. 
Ffor  instance,  it  is  a fraction  of 

the  amount  of  money  that  a 


typical  insurance  company 
would  spend  each  year  on 
systems  maintenance  on  its 
mainframe  administration 
systems." 

Conversion  rates  through 
the  site  are  much  lower  than 
by  telephone,  which  is  not  a 
concern  as  the  cost  of 


providing  the  internet  service 
ia  tow.  Another  distortion  in 
the  rate  occurs  because  the 
abifity  to  save  quotations 

allows  people  to  consider 

more  variations  before  making 
a final  choice. 

Part  of  toe  investment  is 
learning  what  internet 


customers  want  But  Mr  Owen 
sees  the  main  benefit  as 
positioning,  not  just  for  the 
internet  but  also  for  other 
emerging  new  channels  such 
as  interactive  television.  He 
believes  that  customers 
should  be  able  to  deal  with  a 
direct  provider  through 
whatever  communications 
mechanism  they  choose, 

whether  post,  telephone, 
internet,  interactive  television 
or  kiosks. 

They  are  not  distinct 
distrfoution  channels  but 
access  methods  for  the 
consumer  to  enter  and  deal  J 

with  toe  organisation."  he  j 

says.  “Our  customers  must  be  1 
able  to  mix  and  match  toe 
mechanism  as  appropnate 
and  we  must  offer  a seamless 
service  across  these  different 
access  points.” 

For  example,  somebody 
could  purchase  a motor  policy 
over  the  internet,  telephone 
for  a pensions  policy,  look  si 
its  value  on  the  interne!  and 
post  their  standard  change  of 
address  card,  if  necessary. 

I Early  indications  are  that  the 
I site  is  attracting  good  quality 


customers.  Average  premiums 
are  higher  than  through  the 
telephone,  claims  results  look 
promisinq  and  people  are 
renewing.  “1  am  delighted  with 

the  way  users  h2ve 
responded,"  says  Mr  Owen. 

The  sort  of  customer  we  are 
gettinq  on  toe  internet  is  the 
sort  of  customer  we  are  very 
pleased  to  have." 

The  site  will  be  further 
expanded  to  sell  Eagle  Star 
Direct's  simpler  life  and 
pensions  products;  Zurich 
Municipal's  products  will  be 
added  later.  Facilities  will  also 
be  addec  \i  allow 
poHcv-hcid*-?  to  adjust  their 
cover  :ir cue”  site. 

The  .merr^;  "ill  become 
j increas'p  g*y  .“portent  and  we 
, need  tc  m 5*  r‘yh{  P°inl 

i on  the  si-ateu.c  development 
j curve  Aren  r.  a:  o^nds  rapidly 
1 to  reach  cnacai  mass," 

1 concludes  Mr  C .ven. 

1 -interact;  je  tension  in  toe 
i home  /;«:!  be  the  next  new 
j access  mechanism.  It  will 
1 have  a slow  start,  but 
1 aveT-jaS1/  ■*.  toe,  will  become 
! ;mpcrta-.t.' 

>:r.s§  Newang 
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: When  people  talk  about  the  opportunities  of 
the  European  single  market,  we  on  Madeira 
know  what  they  mean.  Because  here,  there  is  an 

international  business  centre  that  is  helping 

companies  meet  die  vety  special  needs  of  doing 
business  in  Europe.  That  s nght, 

Madeira  is  a region  of  Portugal  wiA  full  mem- 
bership of  the  European  Union  (EU). 

We  understand  that  paying  close  attention  to 
efficiency  in  production  and  costs  is  ey 
success.  That’s  why  we  created  a unique 
European  industrial  free  trade  zone  (IFTZ). 

Madeira’s  IFTZ  offers  manufacturers  exemp- 
tion from  tax  on  profits,  dividends  and  capital 

-fas  until  2011.  There  is  EU  regulated  exemp- 

fjonfrom  import  duties  if  EU  origin  rules  are  met 
Operation  and  labour  costs  are  compet^e  and 
^communications  infrastructure  is  world  class. 

And  there’s  more. 

If  you  are  interested  in  European-based 
p^uSromeandtAvJthus-Wh^we^ 

the  advantages  of  Madeira  s IFTZ  can 
.^ce  your  success  in  Europe,  we  mean  today. 
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Java  opens  up  exciting 
new  horizons  in  IT 


Nearly  a million  programmers  use  Sun's  new  software 
language  which  offers  big  benefits  for  corporate  IT 
users.  But  Java’s  progress  is  not  without  fierce 
controversy,  writes  Tom  Foremski 


The  versatile  Java 
programming  language  has 
made  significant  progress 
over  the  past  few  years, 
becoming  an  important  tech- 
nology that  helps  solve 
many  IT  problems  and  make 
new  types  of  applications 
possible. 

Developed  by  Sun  Micro- 
systems of  the  US,  Java 
offers  software  developers  a 
more  efficient  computer  pro- 
gramming language  than 
they  have  generally  been 
used  to.  while  its  cross-plat- 
form capabilities  allow 
developers  to  create  just  one 
version  of  their  software  and 
run  it  on  a range  of  different 
computers  and  operating 
systems. 

"Java,  as  a programming 
language,  offers  many  inher- 
ent features  that  are  very 
useful  to  programmers.  It 
has  become  a mainstream 
technology  and  is  being 
widely  used  by  corporations 
especially  on  server 
systems,"  says  Ron  Rappa- 


port,  industry  analyst  at 
Zona  Research,  the  US  mar- 
ket research  company. 

Zona  estimates  that  there 
are  between  *100,000  and  as 
many  as  one  million  pro- 
grammers using  Java  to 
develop  applications.  But 
while  Sun  can  claim  that 
Java  is  a success,  there  are 
some  awkward  issues  affect- 
ing its  future. 

The  key  issue  is  the  stan- 
dards process  which  is  being 
managed  by  Sun.  Several 
leading  computer  companies 
are  unhappy  with  allowing 
Sun  so  much  control  over  a 
key  computer  technology. 

Usually,  the  standards  pro- 
cess is  handled  by  an  Inde- 
pendent standards  body,  a 
slow  process  that  can  take 
years  before  a technology 
becomes  an  official  interna- 
tional standard.  To  speed 
things  up,  Sun  has  been 
allowed  to  serve  as  the  sub- 
mitter of  Java  specifications 
to  the  international  stan- 
dards organisation. 


Microsoft  and  Hew- 
lett-Packard have  been  the 
chief  critics  of  this  process. 
And1  lately,  stalwart  Java 
supporters  such  as  IBM  and 
Oracle  have  also  been  voic- 
ing their  displeasure  with 
Sun's  control  over  the  stan- 
dards process.  This  is 
because  Java  has  become  an 
important  technology  and 
Sun  is  increasingly  becom- 
ing a competitor  to  its  Java 
supporters,  who  are  uncom- 
fortable with  a competitor 
being  allowed  to  control  a 
strategic  technology. 

Sun  claims  this  ensures 
that  the  Java  standards  pro- 
cess is  fair  and  open  to  input 
from  all  companies.  To  pla- 
cate its  critics.  Sun  has 
made  some  changes  to  its 
Java  license  agreement  by 
adopting  more  of  an  open 
source  code  model  in  which 
developers  can  make 
changes  to  the  core  of  a soft- 
ware product,  as  with  the 
Linux  operating  system. 

But  for  Hewlett-Packard 


and  Microsoft,  these  changes 
do  not  go  far  enough.  Hew- 
lett-Packard, for  example, 
has  launched  a separate 
effort  to  develop  Java  tech- 
nologies for  embedded 
systems,  an  effort  that  rivals 
Sun's  work  in  this  area. 

Another  controversial 
issue  is  Sun’s  attempts  to 
make  sure  that  there  are  no 
competing  and  incompatible 
versions  of  Java  that  would 
jeopardise  its  cross-platform 
capabilities.  Companies  lic- 
ensing Java  must  agree  to 
make  sure  they  do  not  create 
versions  that  are  designed  to 
run  on  a specific  computer 
platform.  But  some  compa- 
nies have  been  customising 
Java  to  run  on  their  plat- 
forms because  of  the  slow 
performance  of  cross-plat- 
form Java. 

Sun  has  sued  Microsoft 
over  this  issue,  alleging  that 
Microsoft's  version  of  Java  is 
optimised  for  its  Windows 
platform  and  will  not  run  on 
other  platforms,  thus  break- 
ing the  terms  of  the  Java 
license. 

The  two  companies  are 
battling  the  issue  in  court, 
and  Sun  has  so  for  won  a 
preliminary  injunction 
against  Microsoft  under 
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Scott  McNealy,  chief  executive  of  Sun  Microsystems,  holds  a bottle  of  Coca-Cola  as  an  example  as  ha 
explains  his  position  on  licence  contracts  in  the  lawsuit  against  Microsoft  over  the  Java  platform  ap 


which  Microsoft  must 
change  numerous  software 
packages  to  ensure  the  Java 
they  contain  is  cross-plat- 
form compatible. 

"The  battle  between  Sun 
and  Microsoft  is  a religious 
war.”  notes  Mr  Rap  pa  port.  “I 
think  most  Java  developers 
don't  pay  much  attention  to 
it.  But  the  dispute  does  have 
an  effect  on  Java  because 


Sun  and  Microsoft  have 
great  influence." 

The  more  important  issue, 
says  Mr  Rappaport.  is  the 
standards  issue,  which  Zona 
has  identified  as  the  key 
obstacle  to  greater  adoption 
of  Java  by  developers. 

Although  Microsoft  claims 
its  changes  to  Java  have 
benefited  developers  because 
it  makes  Java  applications 
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THE 

EMC 

EFFECT 


EMC2 

Tte&rarprisa  Storage  Company  EMC  Enterprise  Storage ™ consolidates  your  company's  information  and  makes  it  available  to  all 
who  need  it,  regardless  of  the  computers  in  use.  ft's  the  new  strategic  power  that  the  majority  of  the  Times  Top  100 
companies  use  to  achieve  their  most  challenging  goals.  Cost  control.  Improved  customer  service.  Y2K  compliance. 
Risk  reduction.  Faster  time-to-market.  Plus  the  advantages  of  EMC’s  Enterprise  Storage  Network  (ESN):  enhanced  data 
access,  more  efficient  network1  performance  and  automated  management.  We  call  it  The  EMC  Effect .™  Imagine  where 
we  will  take  your  business.  To  put  The  EMC  Effect ™ to  work  for  you,  reach  us  at  www.EMC.com/rocket  or  01737  835  122. 

EMC-  AMD  EMC  Alt  IMtlTUEQ  W ADCMAIki  EMC  ENTWWSE  STORAGE  f"(  ENTfaMISl  STORAGE  COMAanf  AND  INI  EMC  EI!IC  a«E  KtDEntlu  Of  EMC  (IOKFOIakON  tn«  EMC  CO»*Ql*HOW  AIL  *IG"r5  *tll« »rD 


run  foster  on  Windows-based 
systems,  the  company  has 
admitted  that  It  feels  threat- 
ened by  Java's  cross-plat- 
form capabilities. 

This  is  because  a Java 
application  does  not  need 
the  Microsoft  Windows  oper- 
ating system  to  run,  since  it 
will  run  on  a wide  variety  of 
platforms.  This  cross-plat- 
form feature  of  Java  is  a key 
reason  why  some  leading  IT 
system  suppliers  such  as 
Oracle  and  IBM  have  been 
strong  supporters  of  the 
technology  and  have  added 
Java  capabilities  to  their  key 
products. 

There  were  reports  earlier 
this  year  that  Microsoft  was 
secretly  working  on  a Java 
competitor  code-named  Cool. 
The  goal  would  be  to  chal- 
lenge Java  directly  with  a 
technology  focused  on  Micro- 
soft's proprietary  Windows 
and  other  software  technolo- 
gies. 

Microsoft  denied  the 
reports  of  a secret  Java  com- 
petitor and  said  Cool  had  a 
different  focus,  allowing 
Windows  software  develop- 
ers to  use  new  types  of  soft- 
ware technologies  to  develop 
applications.  But  Microsoft 
is  still  exploring  ways  of 
bypassing  Sun's  dose  con- 


Software 
at  Work 

Here  and  on  . Page  14, 
FT  writers  highlight 
Java  applications 


trol  over  Java. 

As  part  of  its  response  to 
Java.  Microsoft  has  just 
announced  plans  to  unveil 
“write  once-run  anywhere" 
tools  for  software  develop- 
ers. Bill  Gates,  the  chair- 
man, said  he  was  excited  at 
what  its  new  Developer 
Group  - which  is  working 
on  the  new  products  - was 
doing. 

Earlier  ihi«  year,  Microsoft 
asked  US  district  judge  Ron- 
ald Whyte,  presiding  in  the 
legal  dispute  between  Micro- 
soft and  Sun  Microsystems, 
to  clarify  his  preliminary 
injunction  on  Microsoft's 
Java  products.  Microsoft 
asked  if  the  ruling  applied  to 
“clean  room"  versions  of 
Java.  This  is  a term  for  a 
product  that  offers  the  same 
features  as  another  product, 
but  has  been  developed  with- 
out any  direct  exposure  to 
the  target  product. 

Judge  Whyte  said  that  the 
injunction  only  applied  to 
Sun's  Java.  This  ruling 
could  give  Microsoft  the 
green  light  to  develop  its 
own  version  of  Java  that  is 
free  of  Sun's  licensing 
restrictions.  But  there  is  no 
indication  as  yet  that  Micro- 
soft will  attempt  this  route, 
which  could  be  fraught  with 
further  legal  problems. 

While  Sun  battles  to  stop 
Java  fragmenting  into 
incompatible  versions,  it 
continues  to  push  Java  into 
other  applications.  Sun's 
Java-based  Jlni  technology 
offers  a way  to  easily  net- 
work a wide  variety  of  digi- 
tal devices.  And  Sun  has 
developed  versions  of  Java 
for  smart  cards  and  is  target- 
ing mobile  communications 
devices. 


| JINV  TECHNOLOGY  by  Tom  Foremski 

Online  links 
made  simpler 

New  software  will  smooth  the  task  of 
connecting  computers  and  other 
electronic  devices  to  networks 


Sun  Microsystems  recently 
unveiled  its  Java-based  Jlni 
technology,  which  will  allow 
large  numbers  of  digital  elec- 
tronic devices,  not  just  per- 
sonal computers,  to  be  easily 
connected  to  networks  and 
thus  share  their  resources 
with  other  users. 

By  making  use  of  the 
cross-platform  capabilities  of 
Java.  Sun  hopes  that  Jini 
will  become  the  universal 
“glue"  that  will  allow  vari- 
ous types  of  electronic 
devices  to  connect  easily 
with  each  other  and  to  other 
network  resources.  The  con- 
cept may  sound  simple  hut 
is  very  complicated  with  cur- 
rently available  technolo- 
gies. Connecting  anything  to 
a network  involves  a net- 
work administrator  to  assign 
a unique  identifying  number 
and  set  various  access  privi- 
leges, as  well  as  to  make 
sure  that  the  network  soft- 
ware can  support  that 
device. 

Jini  has  a different 
approach.  It  consists  of  a 
small  amount  of  software, 
about  50  kilobytes  in  size, 
embedded  in  the  electronic 
device,  which  might  be  a dig- 
ital camera,  a smart  phone, 
or  even  a hard  drive.  That 
software  Immediately  sets 
up  the  links  to  the  network 
and  identifies  itself  and  its 
resources  transparently, 
requiring  no  intervention  by 
a network  administrator. 

“Sun's  vision  of  computing 
is  a promising  one,  because 
ft  will  allow  a great  variety 
of  clients  to  participate  on 
networks  without  the  prior 
installation  of  special  proto- 
col slacks  and  local  area  net- 
work-specific software  driv- 
ers on  each  client  machine." 
says  Jean  Bozman.  a senior 
analyst  at  International  Data 
Corporation,  the  US  market 
research  group. 

“instead,  the  software 
drivers  can  be  delivered  via 
Java  technology  on  a just-ln- 
time  basis,  as  needed.  Imer- 
operability  will  be  enhanced, 
and  that  inter-operability 
will  be  good  for  end-users 
both  In  the  office  and  at 
home." 

Potentially,  if  jini  were 
included  In  all  types  of  PC 
and  nan-PC  devices  con- 
nected to  the  internet,  it 
could  unleash  futuristic 
applications  that  could  har- 


ness all  the  spare  computing 
and  data  storage  resources 
of  all  systems  connected  to 
the  Internet  Most  PCs,  for 
example,  only  use  a fraction 
of  their  computer  power 
most  of  the  time. 

Jini  would  allow  other 
computer  users  to  make  use 
of  all  that  spare  computer 
power  to  create  a global  par- 
allel supercomputer  that 
could  be  used  to  tackle  some 
of  the  most  complex  com- 
puter processing  problems  of 
our  time,  applications  like 
global  climate  modelling 
that  could  bring  great  bene- 
fits. 

While  such  a grand  vision 
is  still  just  a fantasy.  Jini 
does  have  important  applica- 
tions that  will  make  life  sim- 
pler for  corporate  IT  depart- 
ments in  administering  large 
numbers  of  network  users, 
and  also  in  integrating  new 
types  of  hand-held  comput- 
ers and  other  digital  elec- 
tronic devices. 

Jini,  however,  faces  com- 
petition from  Microsoft  with 
its  Universal  Plug  and  Play 
technology  and  from  Lucent 
Technologies'  Inferno  tech- 
nology. Microsoft's  Universal 
Plug  and  Play  is  clearly 
aimed  at  Jini  and  it  offers 
similar  features  and  benefits. 

Like  Jini.  Microsoft  is  pro- 
posing that  digital  electron- 
ics devices  contain  s chip 
with  about  -10  kilobytes  of 
software  to  handle  the  net- 
work connections.  The  com- 
pany will  distribute  a devel- 
oper's kit  for  Universal  Plug 
and  Play  at  a developer  con- 
ference this  month  and  it  is 
working:  with  key  electronics 
firms  such  as  Intel  to  help 
develop  the  chips  to  support 
its  technology. 

Microsoft  also  has  a secret 
research  project  code  named 
Millennium  which  is  work- 
ing on  developing  technolo- 
gies that  allow  applications 
to  use  computer  resources 
distributed  across  a network. 
But  Millennium  is  more 
closely  tied  to  Microsoft's 
operating  systems  while  Uni- 
versal Plug  and  play  does 
not  require  the  use  of  Micro- 
soft operating  systems. 

Lucent  Technologies’ 
Inferno  technology  Is  yet 
another  potential  contender 
for  Jini  and  Universal  Plug 
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INTERSHOP  makes  eCommerce  pay 

Since  I W,  INTERSHOf1  has  delivered  eCommerce  software  due.  : V 
produces  a softd  rMlirn-on-Invesoneni.  INTERSHOP  3 has  more  1 - 

than  10JQ00  tmabdora  worldwide  - more  don  anyone  In  the 
business. 

Our  product  range  allow*  rapid  deployment  of  affordable 
solutions  wfdi  macdK  fimcdonathy  for  buyers,  sellers  »nd  • 
buermetSaries.  Usen  Indude  Hewlett-Packard.  Mercedes-Benz, 

Kingfisher,  NartVesc  Bank,  Mitsubishi  and  PSINat 

bn  cool  more  dan  60  UK-bsod  developers  andoervice  provtdea 

are  trained  go  build  or  bon  your  INTERSHOP  solution. 

Whether  it's  for  simple  scoreftnnts  or  fofl  Internee  supply  chain  . 
management.  INTERSHOP  provides  the  most  complete,  proven 
and  powerful  eCommerce  platform  on  the  face  of  the  ptanec 


CaH  us  today  on  0181  324  1300  or  aisle  our  website  to  learn 
more  about  die  products  and  the  successes  our  paroiers  are 
enjoying  In  hetpihg  us  to  Create  die  Digital  Economy 


INTERSHOP 

C matins  the  Digital  Economy.™ 


iKmmcnnP  luin  Lxd_  Hwcla  BMn.  66  Cofcge  Road.  Harrow  on  *■  j*  IFD 
Cafl  us  today  on  0181324  1300  or  vtelt  our  watorite  at  YywyrJnwnhQP.C'l.w 


Web:  www.idev.co.uk 

Sevetopments  Tel:  0800  801463 


Interactive  Developments  is  one  of  the  UK’S  leading  piovideis  of  innovative 
internet,  intranet  and  e-commerce  solutions. 

• Online  Marketing 

• Database  Development 

• Systems  Integration 

Recent  clients:  Dixons.  NSPCC.  Microsoft.  Alfred  Dunhili.  Legoiand. 

Offices  in  London,  Manchester  & Stirling 


• Internet  Strategy  & Consulting 

• Web  & Intranet  Design 

• E-commerce 


'World  PAY^ 

Did  your  competitor  sell  to  your 
customers  today? 

WorldPAY  pic  will  enable  you  to  keep  one  step  ahead 
of  your  rivals.  In  a matterofdays  you  ^te^ltogover 
the  Internet,  securely,  economically,  quickly  and  easily. 

WorldPAY  offers  the  complete  e-commerce  solution; 
including  shopping  carts  and  payment 
Our  payment  systems  include  credit  and  debit  card 
orocessbg  in  over  150  currencies,  WoridAccount  for 
low1  value” transactions,  as  well  as  high-end  business  to 
business  solutions.  Onr  systems  are  bank  approved 

and  100%  Euro  and  Y2K  compliant 

To  find  out  more  about  WorldPAY  please  visit  our  web  site. 
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Drive  your  Business 
harder  and  faster 


with  I BA  @ctive  Enterprise 


Harrier  on  costs,  feycr  on  service,  better  on  nuupns.  Thesr  are  die 
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globalresourting.com 

WO  are  committed  to  offering 
IT  professionals  a service  based  on  urgency, 
efficiency  and  attention  to  detail 

CaH  Bahman  Farad,  Group  Manager; 
direct  on +44(0)  171  47B 1383. 
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On  average,  Scala  clients  enjoy  an  im p 

TfZiito  three  months,  ft's  not  too  late  - call  Scala. 


process  of. one 

Ask  for  Mark  Hoff 
Phone:  +31  20  427  4361 
Fax:  +31  20  423  3100 

B-mail:y2k@scala-hungary.hu 

Scala  is  Hie  global  enterprise  software  and  Mommerve  solution  provider. 
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ERP  options  are  not  limited  to  lengthy 
implementations  and  hefty  price  tags. 

36%  of  the  world's  top  500  enterprises, 
use  ERP  from  Fourth  Shift  at  one  or  more 
of  their  manufacturing  sites,  because  it 
suits  the  business  better  and  can  support 
more  than  200  users  from  a single  NT  Server. 

So,  don’t  use  a sledgehammer  on 
your  business,  change  to  Fourth  Shift 
„you'd  be  nuts  not  to. 
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FT-IT  REVIEW  i^JAVA 


DEVELOPER’S  VIEWPOINT:  JOHN  GAGE  OF  SUN  MICROSYSTEMS 

Setting  the  networks  free 

The  unhindered  flow  of  digital  data  is  the  vision  which  motivates  one  of  Silicon 
Valley’s  leading  and  most  outspoken  companies,  writes  Michael  Dempsey 


John  Gage,  chief  scientist  at  Sun 
Microsystems,  owns  what  he 
describes  as  “the  most  expensive 
house  in  Berkeley”.  Coming  from 
any  other  founding  father  of  the 
information  technology  industry, 
this  would  be  a boast  about  the 
wealth  that  Silicon  Valley  gener- 
ates. 

In  the  case  of  Mr  Gage,  it  is  an 
ironic  comment  on  the  fact  that  he 
sold  off  his  founder  member’s  stock 
in  Sun  “to  buy  the  house  before  we 
had  our  first  kid”.  The  shares  that 
bought  the  family  house  would  be 
worth  millions  of  dollars  today. 

One  of  the  15  people  who  set  Sun 
on  the  road  to  success  back  in  1382. 
Mr  Gage  reckons  that  today  he  is 
worth  “what  a successful  automo- 
bile dealer  is  worth”.  There  is  a 
remarkable  disparity  with  the  huge 
personal  wealth  of  Bill  Gates,  the 
founder  of  Sun's  arch-enemy, 
Microsoft.  Yet  the  wealth  gap  does 
not  worry  Mr  Gage;  in  fact,  he  wel- 
comes any  chance  to  highlight  the 
distance  l£tween  the  two  very  dif- 
ferent rr  empires. 

Mr  Gage  is  on  a crusade  to  pro- 
mote Jini,  the  latest  software  trend 
to  emerge  from  Son  and  the  fertile 
mind  of  his  friend  and  contempo- 
rary, BUI  Joy.  Jim  can  be  seen  as 
son  of  the  Java  operating  environ- 
ment,  taking  the  Java  idea  of  eas- 
ily written  specific  and  practical 
programs  that  are  claimed  to  be 


able  to  run  with  any  system  and 
opening  up  the  computer  network 
to  any  device  that  embodies  a 
microchip. 

This  is  what  Sun  calls  “pervasive 
computing”.  It  is  a logical  develop- 
ment of  the  long-term  Sun  philoso- 
phy that  “the  computer  is  the  net- 
work”. Mr  Gage  enjoys  an  easy 
relationship  with  Mr  Joy,  who  has 
retreated  to  a private  lab  in  Aspen, 
Colorado,  where  Jini  was  devised. 

“He  is  really  the  chief  scientist 
Tm  the  chief  assistant  I work  for 
Bill  Joy.  He  does  it  explains  it  to 
me.  and  I go  and  explain  it  to  other 
people.  Bill  is  the  god  of  abstract 
stuff." 

Sharing  knowledge 

Sending  information  from  one 
place  to  another  without  let  or  hin- 
drance. particularly  without  rely- 
ing on  proprietary  software  from  a 
single  dominant  supplier,  is  the  big 
idea  that  dominates  Mr  Gage's  IT 
career.  He  handles  a digital  camera 
as  he  explains  Jini. 

“We  see  a world  that  is  evolving 
billions  of  intelligent  devices;  Jini 
software  allows  every  Intelligent 
device  to  offer  what  it  does  to 
every  other  device." 

In  practical  terms,  mobile  phones 
and  palmtop  computers  are  more 
immediate  candidates  for  Jini 
applications  than  washing 


machines  and  microwaves.  But 
with  very  small  amounts  of  com- 
puter code,  Jini  could  open  the  way 
for  programs  to  jump  from  one 
device  to  another  across  a vast  net- 
work. 

Mr  Gage  cheerfully  compares 
Jini  to  another  very  American 
idea,  the  singles  bar.  “Jini  is  the 
rendezvous  point  - it  sends  a mes- 
sage from  a printer  to  say  ‘if  you 
want  me  I'm  available'."  Behind 
the  technical  innovations  that 
drive  Sun  is  a very  clear  notion 
that  IT  should  move  forward 
through  shared  knowledge. 

Although  it  is  an  industry  leader 
today.  Sun  emerged  out  of  an  intel- 
lectual movement  in  the  west  coast 
academic  community.  Along  with 
Bill  Joy  and  Scott  McNealy.  Sun's 
chief  executive,  Mr  Gage  regarded 
existing  networks  as  too  inflexible 
and  dominated  by  commercial  con- 
cerns. 

The  Sun  name  derives  from  Stan- 
ford University  Network  and  the 
corporate  ethos  was  signalled  from 
the  very  start  by  Mr  Joy  releasing 
“the  complete  source  code  for 
everything  we  did".  Mr  Gage  por- 
trays this  as  an  example  of  Sun's 
approach  to  an  industry  that  has 
historically  been  reluctant  to  share 
data  with  potential  competitors. 

“If  you  give  access,  you  get  cre- 
ativity. If  you  exhibit  possessive- 
ness,  you  get  death."  The  depth  of 
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John  Gage,  IT  guru:  *We  aim  to  open 
up  Mess  end  distribute  them' 

feeling  that  lies  behind  the  contin- 
ued warfare  between  Sun  and 
Microsoft  goes  back  to  the  roots  of 
these  companies.  Bill  Gates  may  be 
younger  than  the  Sun  founders, 
but  be  attended  the  same  open  IT 
seminars  in  California 

TCP/IP.  the  complex  but  critical 
Internet  protocol  language  under- 
pinning tbe  web.  was  spotted  for 
its  true  potential  by  Sun,  according 
to  Mr  Gage.  Mr  Joy.  whom  be 
refers  to  as  “Mr  Software",  crossed 
swords  with  a young  Bill  Gates  on 
the  subject  of  tbe  internet  back  in 
tbe  early  1980s. 

“Bill  Joy  explained  this  to  Bill 
Gates  ten  times,”  he  beams, 
emphasising  the  dramatic  weight 
of  the  number  10.  “and  he  still 
didn't  understand  it.”  Mr  Gage  is 
relaxed  and  intellectually  gener- 
ous. but  mention  of  Microsoft 
always  provokes  condemnation. 


P m 


“Microsoft  started  with  a couple 
of  people  who  didn't  know  much 
about  computers  writing  very  ugly 
code.”  There  Is  such  a philosophi- 
cal divide  between  Sun  and  Micro- 
soft that  it  is  tempting  to  charac- , 
tense  Mr  Gage’s  attitude  as 
academic  and  charitable.  Except 
that  Sun’s  huge  commercial  suc- 
cess undermines  this  labeL 
“Our  idea  is  to  open  up  ideas  and 
distribute  them,  so  people  whose 
names  we  don’t  know  can  come  up 
with  their  Innovations.  That  may 
sound  charitable,  but  what's  odd 
about  that?  If  there's  an  area 


CASE  STUDY 

GERMAN  TAX  SYSTEM 


Streamlined  approach 
to  revenue  collection 


Germany's  byzantine  tax 


where  you  excel,  you  will  always  I system  continues  to  resist 


be  a success."  radical  reform.  But  the  IT 

Making  its  reputation  as  a pro-  systems  that  run  its  tax 
vider  of  powerful  hardware.  Sun  collection  are  at  least  being 
never  lost  sight  of  tbe  feet  that  overhauled,  blanks  to  a bow 
networking  generated  the  demand  decision  to  standardise 
for  its  computer  workstations  and  software  development  using 
servers.  And  unusually  for  a west  the  Java  programming 
coast  IT  guru,  Mr  Gage  places  his  language, 
success  in  the  context  of  develop-  Tax  collection  in  Germany  is 
meats  that  camp  out  of  Europe.  decentralised  among  the  16 
British  code-breaking  activities  Lander  {regional  states)  which 
in  World  War  Two  led  directly  to  have  iraditionaHy  made  their 
work  on  computers  at  Manchester  own  choices  on  hardware  and 
University  fn  the  1950s.  "The  idea  software.  As  well  as 
of  Jini  was  thought  about  in  Man-  mainframe  systems  from  IBM 
Chester  nearly  half  a century  ago.”  and  Siemens,  the  Lander  were 
Mr  Gage  pays  tribute  to  Alan  using  a number  of  different 
Turing,  the  computer  pioneer.  PC  and  Unix  operating 
“Jini  is  a continuation  of  the  Tur-  systems  and  old-fashioned 
mg  dream  of  allowing  intelligence  “dumb”  terminals.  To 
in  any  device.”  complicate  matters  further. 

Mr  Gage,  now  56,  has  watched  an  the  networks  In  use  differed 
entire  industry  evolve  from  noth-  from  state  to  state, 
ing.  He  clearly  dislikes  the  way  fn  1994,  the  tax  authorities 
products  are  launched  today  “with  decided  that  the  systems 
three  engineers  and  four  lawyers”,  needed  modernising  and 
But  his  intellectual  interest  is  still  harmonising  because  of  the 
engaged.  And  he  has  no  plans  to  Increasing  problem  in 
retire  and  take  a back  seat  "It's  all  maintaining  these  legacy” 
too  fascinating  to  abandon,  the  systems,  some  of  which  were 
conversation  is  too  rich."  running  programs  over  20 


the  Java  programming 
language. 

Tax  collection  in  Germany  is 
decentralised  among  the  16 


mainframe  systems  from  IBM 
and  Siemens,  the  Lander  were 
using  a number  of  different 
PC  and  Unix  operating 
systems  and  old-fashioned 
“dumb"  terminals.  To 
complicate  matters  further. 


In  1994,  the  tax  authorities 


teat  can  be  assembted  to  . 
make  larger,  more 
sophisticated  software.  ' 
When  Sun  MJcrc^stems’ 
Java  programming  language 
arrived  on  the -Scene  In  1995, 
IBM  was  quick  to  drop  Oh-  in 
favour  of  the  new  language  for 
Its  San  Francisco,  project, 
because  Java  was  much 
easier  to  use. 


Simplicity 


harmonising  because  of  the 
increasing  problem  in 
maintaining  these  legacy” 
systems,  some  of  which  were 
running  programs  over  20 
years  old. 

The  variety  of  hardware  In 
use  made  ft  politically 
contentious  to  standardise  on 
a single  supplier  and  given  the 
size  of  tee  system  - 120,000 
users  In  700  offices  across 
Germany  - the  cost  of  doing 
so  would  have  been 
prohibitive. 

The  tax  authorities  thus 
needed  a solution  that  would 
let  them  easily  develop 
software  for  a range  of 
different  computers,  allowing 
the  Lander  to  keep  their 
existing  hardware,  if  so 
desired.  - 


Sun  originally  developed  Java 
to  simplify  the  programming 
of  set-top  boxes.  This 
simplicity  and  the  fact  teat 
Java  programs  work  on 
different  types  of  computer 
quickly  struck  a chord  with 
developers  of  more 
conventional  software. 

Since  the  initial  release  of 
the  first  San  Francisco 
application  business 
components  In  1997,  over  800 
software  development 
organisations  have  licensed 
these  components  from  IBM 
and  used  teem  to  develop 
their  own  business-specific 


Holy  Grail 


The  ability  to  write  a program 
once  and  run  it  on  different 
computers  has  long  been  the 
Holy  Grail  of  software 
developers,  but  it  has  often 
been  impractical  to  achieve. 
Object-oriented  technology 
came  to  prominence  in  the 
early  1990s  because  Its 
enthusiasts  claimed  it  could 
deliver  this  highly  desirable 
"platform  Independence". 
Object  technology  promises 
quicker  software  development 
and  lower  costs,  but  early 
object -oriented  languages, 
such  as  C++,  proved  difficult 
for  programmers  to  use. 

IBM  initially  chose  C++  for 
its  San  Francisco  project , 
which  is  an  ambitious  attempt 
to  simplify  tee  development  of 
complex  real-world 
applications  using  a set  of 
common  “business  objects* 


When  tee  Gorman  tax 
authorities  invited  bids  for 
their  IT  systems 
modernisation,  they  were  keen 
to  use  object-oriented 
technology  because  it  eeemed 
the  best  way  to  achieve  tee 
desired  system  openness  and 
flexibility,  according  to 
Wolfram  Rockstroh,  the 
manager  responsible  for 
coorrSnating  the  tax 
automation  project  at  tee 
German  finance  ministry. 

At  the  time  of  the  tender, 
however,  Java  was  an  exotic 
and  untried  technology,  more 
typically  used  for  animating 
web  sites  than  building 
mainstream  business 
applications.  Nevertheless,  In 
early  1997,  the  tax  authorities 
took  the  plunge  and  awarded 
tee  modernisation  contract - 
called  Fiscus  (federal 
integrated  standardised 
computer-based  tax  system)  - 
to  a consortium  of  vendors 
that  would  use  Java  within  the 
San  Francisco  framework" 
defined  by  IBM. 

"We  were  quite  surprised  at 
the  decision,  particularly  as 
we  then  had  no  reference 
customers  for  San  Francisco," 
admits  Julius  Peter,  an  IBM 
manager  who  heads  the  San 
Francisco  project  In  Europe. 

“On  the  one  hand,  we 
obviously  hoped  they  would 
award  us  the  contract  but  on 
the  other  we  knew  it  would  be  ; 
a critical  project  for  us  and 
one  on  the  borders  of 

TUm  to  next  page 


As  part  of  Lucent  Technologies, 

I'm  helping  to  take  communications 
in  Europe  to  new  heights!' 

Jan  Neuteboom.  Manager.  Software  Development 

I love  the  feeling  of  freedom  when  I fly.  It’s  like  the  freedom  I have  at  Lucent 
Technologies  to  find  a better  communications  solution. 

That's  how  my  team  of  higfrfiyers  developed  a countrywide  networked 
messaging  system  to  service  all  the  Netherlands.  And  it's  why  Lucent  solutions 
— from  voice  and  data  networking  to  internet  call  center  applications  and 
wireless  — are  transforming  communications  throughout  Europe. 

Whatever  the  future  brings  will  probably  come  from  Lucent  Technologies 
too.  After  all,  over  the  past  128  years  Bel?  Labs,  our  R&D  division,  has 
developed  innovations  that  include  the  transistor,  laser  and  cellular 
technology,  even  the  communications  satellite.  And  eight  of  our  scientists 
have  been  awarded  the  Nobel  Prize  — a legacy  of  innovation  that 
continues  with  3 new  patents  every  working  day. 

Who's  responsible  for  this  record  of  achievement? 

Consider  that  I have  15,000  colleagues  working  - fife” 

at  Lucent  across  Europe  — and  more  than  140,000  Lucent  Technologies  ;tej.  jg 

worldwide.  Each  of  us  is  aiming  to  make  the  Be,,L8i”tencwattan*  oy  m 

breakthrough  that  takes  communications  to  a "'"'w-kemt-com  ' ■ 

new  level.  That’s  why  I know  Lucent  will  change  B 

the  way  you  communicate.  Get  ready  for  take  off!  - ’ - fl 
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trie  way  you  communicate.  Uet  ready  for  take  off*  - - 
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We  make  the  things  that  make  communications  work.1* 


Support  from 
big  companies 


From  page  12: 

and  Play.  Lucent  recently 
introduced  InfernoSpaces.  a 
platform- independent  tech- 
oology  that,  unlike  Jini,  does 
not  require  support  for  Java 
or  a Java  virtual  machine. 
Devices  using  InfernoSpaces 
can  be  easily  connected  to 
networks  and  share  their 
resources  with  other  net- 
work resources. 

“Inferno’s  vision  is  to 
become  the  distributed  oper- 
ating system  solution  for  the 
net-centric  era,"  says  Mike 
Skarzynski.  who  is  president 
of  Inferno,  the  Lucent  sub- 
sidiary. 

“By  offering  InfernoSpaces 
to  as  many  software  develop- 
ers as  possible,  we  hope  to 
bring  this  successful  Bell 
Labs  Innovation  to  the  atten- 
tion of  device  and  equipment 
manufacturers." 

InfernoSpaces  is  currently 
being  used  in  Lucent's  tele- 
communications systems. 
But  the  company  says  it  can 
be  used  in  a wide  variety  of 
applications  such  os  elec- 
tronic toys,  network  equip- 
ment and  high-end  computer 
systems. 

While  Jini  is  the  most  visi- 
ble of  the  LecJmologies  that 
seek  to  solve  the  problem  of 
easily  connecting  all  types  of 
digital  electronics  devices  to 
a network,  industry  analysts 
say  that  there  is  more  to  be 
done  in  fleshing  out  these 
technologies. 

“Sun  has  said  a great  deal 
about  Jini  but  it  is  not  yet 
clear  how  it  will  be  imple- 
mented and  what  needs  to 
be  done  in  building  Jini -en- 
abled devices.”  says  Greg 
B la to Ik,  rice  president  of 
Zonu  Research,  the  US  mar- 
ket research  company.  The 
same  is  true  for  Microsoft 
Universal  Plug  and  Play  and 
Inferno. 


“It  could  take  several 
years  before  these  technolo- 
gies become  a reality,"  he 
adds.  Jini  has  received  wide- 
spread support  from  key  m 
companies,  with  an  impres-  ® 
sive  list  that  includes  Amer- 
ica Online.  Bosch -Siemens. 

Bull.  Canon.  Cisco,  Com- 
puter Associates.  Kodak. 
Metroworks,  Motorola,  Nov- 
ell. Nokia,  Oki  Electric,  Phil- 
ips. Seagate,  Sharp,  Sony,  dk' 
Toshiba  and  Xerox.  ■ 

Seagate,  for  example,  a 
leading  manufacturer  of 
hard  drives,  sees  Jini  as  key 
to  developing  what  it  calls 
intelligent  storage  devices. 
“These  next  generation  stor- 
age products  are  able  to  effi- 
ciently manage  data,  distrib- 
ute information,  and 
automate  tasks."  says 
Valerie  Negler,  Seagate’s 
vice  president  of  new  busi- 
ness development. 

“Sun's  Jini  technology 
complements  the  evolving  ... 
capabilities  of  disk  and  tape  0 
drives  by  providing  a path 
for  these  intelligent  storage 
devices  to  work  and  commu- 
nicate with  other  appliances 
throughout  the  home,  office 
and  around  the  world.” 

But  Microsoft’s  Universal 
Plug  and  Play  efforts  could 
potentially  harm  Jini  adop- 
tion. “Microsoft  has  been 
actively  marketing  the  con-> 
cept  of  Universal  Plug  axurp  • 
Play  to  the  same  set  of  con-  '■ 
sumer  electronics  vendors 
currently  studying  tbe  adop- 
tion oT  Jini.”  says  IDC'S  Ms 
Bozman.  “This  Microsoft 
effort  could  slow  Jini  adop- 
tion if  it  creates  enough  dis- 
traction or  confusion  among  & 
OEM  hardware  providers."  ~ 
A battle  over  which  tech- 
nology will  dominate  is 
never  good  for  the  setting  of 
standards  and  will  delay  the 
adoption  of  Jini  or  any  other 
similar  solution. 
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YEAR  2000  by  Nuala  Moran 


Unexpected  benefits  flow  from  Y2K  problem 


IT  systems  have  been  refreshed,  updated  and  rationalised  as  a 
result,  of  companies  having  to  ensure  that  they  can  cope . 
effectively  with  the  millennium  date  change 


The  investment  needed  to 
defuse  the  so-called  millen- 
nium “bomb”  to  make  com- 
puter systems  year  soro-com- 
pliant  looked  like  a classic 
“era dye  buy".  While  spend- 
|ng  the  money  would  not 
improve  the  systems,  not 
spending  it  at  all  could  mean 
going  out  of  business. 

There  hove  been  plenty  of 
complaints  about  the  nega- 
tive effects  of  year  20C1Q  pro- 
jects in  terms  of  the  costs, 
the  disruption,  and  the  way 
in  which  it  has  diverted 
attention  and  resources  from 
other  IT  projects. 

But  the  evidence  is  that 
companies  are  reaping  unex- 
pected benefits  from  fixing 
the  so-called  Y2K  problem. 
In  many  cases,  this  is 
because  companies  have 
used  the  year  2000  deadline 
as  a prompt  to  replace  leg- 
acy systems.  But  even  for 
organisations  which  decided 
keep  the  systems  and  fix  the 
code,  it  has  provided  the 
opportunity  for  a big  house- 
keeping exercise. 

As  they  started  year  2000 
projects,  many  companies 
did  not  even  know  what 
systems  they  had.  let  alone 
if  they  were  compliant. 

They  have  been  forced  to 


draw  up  inventories,  assess 
the  significance  of  each  sys- 
tem for  the  continuation  and 
profitability  of  the  business, 
properly  document  bespoke 
systems,  put  in  place  disci- 
plines and  routines  to  ensure 
that  once  systems  are  bug- 
free  they  remain  so.  and 
examine  computerised  links 
with  external  business  part- 
ners. In  effect,  IT  Infrastruc- 
tures have  been  refreshed, 
updated  and  rationalised. 

Better  shape 

Norman  Tooloy.  year  2000 
programme  director  at 
United  Utilities,  the  big  UK 
electricity  group,  believes 
that  the  complete  spring- 
clean  prompted  by  year  2000 
means  that  the  company's 
systems  are  now  in  much 
better  shape. 

There  is  no  doubt  that  it 
has  refreshed  the  asset  base, 
and  made  us  realise  that 
some  assets  were  not  as  effi- 
cient as  they*  should  be."  he 
says. 

Previously,  IT  depart- 
ments would  work  on  one 
system  at  a Lime,  but  the 
year  2000  project  required 
them  to  deal  with  all 
systems  simultaneously. 


Systems  had  to  be  ranked 
according  to  their  impor- 
tance to  the  business,  so  that 
a list  could  be  drawn  up  of 
which  to  fix  first  This  pro- 
cess enabled  companies  to 
identify  duplications  and 
retire  systems  they  did  not 
need. 

Pons  Ruijpers  of  PA  Con- 
sulting Group  says  that 
some  clients  have  retired  as 
many  as  70  systems.  They 
have  cut  out  duplication,  or 
found  a better  way  of  doing 
something,  or  decided  the 
function  was  not  really  nec- 
essary anyway.” 

7%?  benefits  have  not  been 
limited  to  the  systems  per 
se.  The  need  to  bring  the 
date  bug  problem  to  the 
attention  of  the  board  has 
put  the  business  focus  on 
Information  technology.  As 
Colleen  Kaiser.  IT  research 
analyst  at  BancBoston 
Robertson  Stephens,  com- 
ments: “Everyone,  including 
your  grandmother,  knows 
about  the  year  2000  problem. 
Every  chief  executive  who 
has  previously  ignored  the 
IT  function,  has  had  to 
understand  something  of  the 
technology  and  its  role  in 
keeping  the  business  run- 
ning, because  of  the  Y2K. 
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implications.” 

Working  relationships 
between  IT  departments  and 
end  users  have  also 
improved  because  the  wide- 
spread and  pressing  nature 
of  the  problem  has  forced 
the  two  to  communicate  and 
co-operate. 

PA  Consulting  has  carried 
out  a survey  of  200  compa- 
nies with  turnover  over 
£l50m  ($245m)  to  assess  the 
impact  of  resolving  the  mil- 
lennium date  changeover 
problem.  Seventy  per  cent  of 
respondents  said  that  the 
business  and  IT  communi- 
ties had  been  brought  closer 
together  by  the  problem, 
while  SO  per  cent  said  it  had 
made  business  units  realise 
how  dependent  they  were  on 
IT.  Encouragingly,  most 
respondents  believe  this 


effect  will  outlast  the  end  of 
year  2000  projects. 

“The  year  2000  problem 
has  made  organisations 
work  in  a more  holistic  way, 
sharing  strategy  and  process 
of  how  they  test  systems  and 
recognising  they  need  to 
manage  large-scale  projects 
in  a more  structured  way." 

The  PA  survey  also  found 
that  although  it  was  a cut 
and  dried  project  with  a 
defined  end  point,  the  year 
2000  challenge  has  had  a 
major  impact  on  future  IT 
strategy. 

Eighty  per  cent  said  it  had 
led  to  a reassessment  of  pri- 
orities and  a rescheduling  of 
projects,  based  on  business 
needs.  It  seemed  inevitable 
that  the  hangover  from  the 
year  2000  would  be  a backlog 
of  other  IT  projects. 


In  fact,  over  SO  per  cent  of 
respondents  said  they  bad 
still  been  able  to  proceed 
with  critical  projects, 
demonstrating  that  effective 
prioritisation  has  allowed 
strategic  projects  to  proceed. 

Ballring  at  the  prospect  of 
spending  money  on  creaking 
legacy  systems,  many  organ- 
isations have  used  the 
approach  of  the  wiillgnnimn 
to  buy  new  ones.  “So  long  as 
existing’  systems  were  still 
meeting  basic  user  require- 
ments, they  were  still  used," 
says  Ur  Ruijpers. 

“Even  though  the  systems 
were  not  cost-effective,  they 
were  never  a high  enough 
priority  to  receive  Invest- 
ment." Around  76  per  cent  of 
respondents  to  the  PA  sur- 
vey said  they  bad  purchased 
new  systems  rather  than  fix 
old  ones. 

But  not  every  sector  has 
used  the  year  2000  prompt  to 
Improve  IT  systems  and 
infrastructures.  “Largely, 
the  opportunity  has  been 
missed  In  the  insurance 
Industry,”  says  David  Grey 
of  Winchester  White,  the 
consultancy  which  speci- 
alises in  the  sector. 

“In  our  industry,  the  time 
scales  have  prevented  the 
investment  in  year  2000 
being  leveraged  to  improve 
IT  performance.  There  has 
been  some  clearing  out  of 
legacy  systems  but  in  the 


main,  companies  have  done 
the  minimum  to  get  by. 
Even  bo,  the  cost  has  been 
huge." 

The  problem,  particularly 
in  the  life  and  pensions  busi- 
ness, lies  not  In  installing 
new  systems  but  in  migrat- 
ing data  from  the  old  ones. 

“The  history  of  systems 
development  in  the  insur- 
ance industry  is  that  they 
can  get  new  systems  in  to 
support  new  products,  but 
they  can't  decommission  the 
old  ones,”  says  Mr  Grey. 

As  a result,  there  are  mul- 
tiple systems  which  dupli- 
cate support  functions. 
“There  has  been  too  little 
use  of  the  year  2000  excuse 
to  clear  these  out" 

According  to  the  PA  sur- 
vey, there  will  be  two  types 
of  organisation  moving  into 
the  next  millennium.  The 
first  group  will  have  used 
compliance  projects  to 
update  their  IT  Systems  and 
infrastructure  and  will  thus 
be  well  positioned  for  the 
challenges  of  European  mon- 
etary union,  ever  Increasing 
merger  and  acquisition 
activity  and  the  development 
of  electronic  commerce. 

The  second  group  will 
have  used  a one-off  “fix  it” 
approach,  and  will  be  at  a 
disadvantage  in  facing  up  to 
the  competitive  pressures 
beyond  the  millennium. 
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New  wave  of  e-commerce  activity 


How  Hjjlr  fedi  sectors  outperform 
Mcas  rebssed 
220 


Report  by  Geoffrey  Naim 


Large  established  IT 
companies  have  been 
surprisingly  slow  to  exploit  the 
wave  of  interest  in  internet 
technologies,  but  there  are 
signs  that  the  giants  are  finally 
starting  to  stir. 

Hewlett-Packard,  one  of  the 
oldest  Silicon  Valley 
companies,  is  keen  to  show 
that  it  is  not  just  start-ups  that 
have  good  interne!  ideas.  Last 
week,  it  unveiled  an 

□T 
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e-commerce  hosting  service, 
called  Emporium,  aimed  at 
companies  taking  their  first 
steps  in  the  fast-evolving 
online  sector. 

For  a fixed  price  of  £90,000 
(SI 48.000).  HP  wifl  run  a 
series  of  workshops  for 
customers  and  build  and  host 
their  e-commerce  web  sites 
on  a secure  server  for  a 
period  of  six  months.  The 
fixed  cost  and  time-frame 
allows  the  companies  to 
decide  whether  the  benefits 
have  met  expectations  and  to 
adjust  their  e-commerce 
strategy  accordingly. 

“There  are  too  many 
customers  who  have 
approached  e-commerce  just 
from  a technology  position." 


says  Ted  Brooks,  HP's 
e-commerce  business 
development  manager. 

Oracle,  another  veteran  of 
the  “traditional*  IT  industry 
has  chosen  the  acquisition 
route  to  jump-start  its  internet 
ambitions.  Last  month,  it 
agreed  to  buy  E-Travel,  a 
net-based  corporate  travel 
management  service,  for 
$35m.  Oracle  wiB  combine  the 
E-Travel  technology  with  Its 
software  products  to  create  a 
system  that  allows  corporate 
users  to  plan  and  book 
business  travel  using  a 
standard  web  browser. 

Together,  we  will  be  first  to 
offer  an  integrated  solution 
that  helps  companies 
streamline  and  manage  their 
travel  management 
operations,  as  wen  as 
dramatically  reduce  one  of 
their  maqor  expense  areas,” 
says  Ron  Wohl.  senior  vice 
president  in  Oracle's 
applications  cfivislon. 

Oracle's  20,000  employees 
in  north  America  will  be 
among  the  first  to  use  the 
system  and  the  company 
hopes  to  make  "substantial" 
savings  on  their  travel  costs. 

Novefl,  a former  star  of  the 
PC  networking  industry,  has 
struggled  more  than  most  to 
adapt  to  the  internet  age.  The 
company  last  month  unveiled 
its  new  e-commerce  strategy. 
Details  of  the  range  of 
products,  called  i -Chain,  will 
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not  be  released  until  later  this 
year,  but  the  software  is 
aimed  at  allowing  companies 
to  build  web  sites  with  more 
sophisticated  customer 
tracking  and  transaction 
handling  capabilities. 

C A adds  a 
new  conquest 

Computer  Associates  plans  to 
acquire  rival  US  software 
company  Platinum  Technology 
for  S3.5bn  in  cash.  GA  is  the 
fourth  largest  software 
company  behind  IBM, 
Microsoft  and  Oracle,  with 
1998  revenues  of  54.7bn. 

While  it  lacks  the  visibility  of 
these  larger  companies,  GA 
has  grown  rapidly  in  recent 
years  through  a stream  of 
acquisitions  of  smaller 
software  houses  specialising 
in  enterprise  management 
software  and  tools,  which 
represent  CA’s  traditional 
market 

Platinum,  less  than  a 
quarter  of  the  size  of  GA,  has 
pursued  a similar  growth 
strategy  and  so  analysts 
believe  the  merger  has  a clear 
logic,  as  there  is  little  product 
overlap.  The  challenge  far  the 
enlarged  GA  wiB  be  to  find 
new  sources  of  growth 
beyond  acquisitions. 

Critics  often  accuse  GA  of 
living  off  the  products  end 
customer  base  it  acquires  with 
each  new  acquisition,  but  it  is 
starting  to  develop  innovative 
products  of  its  own,  most 
noticeably  the  Jasmine  object 
database.  CA  and  Platinum 
are  also  both  working  on  new 
3D  visualisation  technologies 
for  business  appfi cations.  CA 


is  paying  a premium  of  nearly 
300  per  cent  over  Platinum's 
share  price  prior  to  the  bid. 

Licensing  deals 
for  IBM 

IBM  once  jealously  guarded 
Its  proprietary  technologies 
but  has  now  struck  two  bold 
licensing  deals  with  its 
competitors.  The  largest  Is  a 
$16bn,  seven-year  contract 
with  Defl  which  will  allow  the 
PC  maker  to  have  access  to  a 
broad  range  of  fBM- 
devetoped  microelectronics, 
networking  and  computer 
display  technologies. 

Most  surprising  is  Big 
Blue's  $3bn,  five-year  deal 
with  rival  EMC  covering 
storage  systems.  IBM  has 
tong  claimed  to  hold  the 
technology  high  ground  in 
disk  drive  technology  although 
EMC  is  market  leader  in 
high-end  storage  systems. 

Analysts  say  IBM  has  finally 
woken  up  to  the 
revenue-generating  potential 
of  its  huge  In-house 
component  operations.  By 
now  supplying  external 
customws,  IBM  can  spread 
the  high  research  and 
development  costs  associated 
with  microprocessors  and 
other  advanced  components 
over  a larger  market  than  its 
own  product  development  1 
programmes  can  support 

Cheap  PCs  show 
fastest  growth 

Personal  computers  costing 
less  than  $600  are  the  fastest 
growing  segment  of  the  PC 


Tax  authorities  choose 
flexible  Java  system 


Communicating  through  technology 


From  Page  14: 

possibility."  The  tax  authorities 
were  aware  of  the  risk 
involved  and  so  insisted  that 
the  winning  consortium  buBd 
a prototype  system  before 
confirming  the  contract  The 
prototype  project  involved 
modelling  one  specific  tax 
application  from  top  to  bottom 
and  rewriting  It  using  Java 
business  objects  according  to 
the  San  Francisco  framework. 

The  prototype  took  six 
months  to  complete,  during 
which  time  IBM  coufd  not  be 
sure  that  the  tax  authorities 
would  not  change  their  mind 
and  opt  for  a safer,  more 
traditional  system 
development  approach 
espousod  by  one  of  the 
competitors  for  the  contract 
"During  the  six  months,  we 
knew  we  were  quite 
vulnerable  to  competitors  and 
with  16  different  Lander 
Involved,  you  never  know 
what  might  happen,"  says  Mr 
Peter. 

Nevertheless,  the  prototype 
was  successfufly  delivered  In 
(ate  1997  and  the  FIscus 
project  has  since  become  one 
of  Europe's  largest 
object-based  IT  projects  and 
IBM's  biggest  reference 
customer  In  Europe  for  its  San 
Frandsco  technology. 

One  of  the  dedsrva  factors 
in  the  tax  authorities’  choice 
of  Java  was  that  it  allowed 
changes  to  be  made  rapidly 
and  simply  by  reprogramming 
tfw  objects  rather  than  by 
rewriting  the  whole  system. 


“Due  to  the  high  number  of 
procedural  and  legal  changes 
that  continuously  occur  In  tax 
administration,  this  high 
degree  of  flexibility  is 
mandatory,"  says  Mr 
Rockstroh. 

The  first  application 
developed  usi  ng  San 
Francisco  components  is  for 
handling  fines  and  should 
start  operating  later  this  year, 
according  to  Mr  Peter.  The 

development  of  the 

tax-specific  appfications  has 
been  spfit  between  different 
Under.  For  example, 
Baden-Wurtternberg  is 
handling  the  module  relating 
to  taxes  on  land  purchases, 

whfle  Rhineland -Palatinate 
works  on  tha  "person  data" 
module. 

Altogether,  around  30  teems 
tn  the  federal  states  are 
working  on  Rscuaandthe 
whole  system,  comprising  50 
applications  and  several 
thousand  objects,  wtit  not  be 
completed  until  20C5. 

"it's  a reafly  major  project 
Involving  more  than  1.000 
man-yams  of  development 
effort,"  says  Mr  Peter.  Once 
Fiscus  is  fully  implemented, 
the  tax  authorities  hope  the  IT 
costs  of  running  Germany's 
tax  system  wall  drop 
significantly  and  taxes  can  be 
collected  more  quickly  and 
with  higher  reliability.  There 
are  also  plans  to  expand 
Fiscus  with  new  functions 
such  as  the  ability  for 
taxpayers  to  file  their  tax 
declarations  ortlrra. 

Rwiffrw  Naim 


market  In  the  US,  according 
to  the  market  research 
company  PC  Data.  This 
segment  now  represents 
almost  20  per  cent  of  PCs 
sold  while  the  largest 
segment,  with  a 42  per  cent 
share,  consists  of  PCs  costing 
over  $600  but  less  than 
$1,000.  The  average  retail 
price  for  a PC  fell  to  $947  in 
February  1999,  making  a 17 
per  cent  deeflne  over  the  year. 

Europeans  on  US 
spending  spree 

Siemens  of  Germany  last 
month  bought  three  US 
start-ups  spedafisftg  in  data 
networking  equipment  and 
took  a stake  In  a fourth  at  a 
total  cost  approaching  $1bn. 

Meanwhile,  France's  Alcatel 
spent  $2bn  far  Xylan,  the  US 
date  networking  specialist,  as 
well  as  $3 50m  to  acquire 
another  start-up.  Alcatel  and 
Siemens  ere  the  latest  in  a 
growing  band  of  traditional 
telecoms  equipment  vendors 
to  hit  the  acquisition  trail  In  an 
attempt  to  rapkty  build  their 
skflte  In  data  technologies  to 
handle  booming  internet 
traffic. 

US  networicer 
expands 


Jan 

ftmMmaO' 

Ciena,  the  spectafist  US 
networking  equipment 
company,  haa-aoqtrirad  two- 
smaller  privately  held 
networking  companies, 
Lighten!  Networks  and  Omnia 
Communfcatibns,  for  a total  of 
almost  $1bn. 

Ciena  was  once  cast  as  a 
certain  takeover  target,  as  big 
equipment  vendors  particularly 
covet  its  wavelength  division 
multiplexing  (WDM) 
technology,  used  to  increase 
the  capacity  of  fibre  optic 
links. 

HP  cuts  old  ties 

Hewlett-Packard  plans  to  spin 
off  its  test  and  measurement 
equipment  actfvftles  In  what 


coukl  be  the  largest  Initial  - . 
pubfic  offering  (IPO)  in  Siffcpn 
VaUey's-hlstorytr 

The  split  win  create  a new 
company  wtth  sales  of  over 
$7bn  and  wfll -ultimately,  sever 
HP’s  links  with  its  founders' 
original  business. 

The  "new"  Hewlett-Packard 
will  be  focused  on  computers 
and  printers. 

Another  proposed  big 
spin-off,  involving  the 
semiconductor  division. of 
Siemens,  was  finally  given  a 
name  last  month:  Infineon 
Technologies,  The  new 
company  will  have  a separate 
stock  market  listing  early  next 
year. 


Turn  to  next  page 


FT-IT  REVIEW:  NEXT  MONTH'S  MAIN  THEME 


Focus  on  IT  strategies  for 
medium-sized  enterprises 


Next  month's  FT-IT  Review 
on  Wednesday.  May  5.  will 
look  at  key  issues  In  select- 
ing an  IT  stratgy  for  the 
medium-sized  business. 

□ A second  theme  for  the 
May  issue  will  be  business 
telecommunications  and  the 
increasing  convergence 
between  information  and 
communication  technologies 
OCT). 


28.  (The  special  issue  on 
Electronic  Business 
appeared  on  March  24). 

□ Enterprise  Resource 
Planning:  May  25. 

□ Managed  Services  and 
IT  Outsourcing:  June  23. 

□ A separate  12-part 
weekly  tabloid  series,  called 
'Mastering  Information  Man- 
agement’, edited  by  Tim 


minute  information,  news 
and  analysis.  The  main  fea- 
tures of  this  month's  FT-IT 
Review,  as  well  as  our  latest 
special  report  on  Electronic 
Business,  can  also  be  found 
on  the  FT  web  site  at: 
wwwJT.com/ftlt/ 

For  more  information 

□ Editorial  synopses:  for 


□ Venture  capital  in  the  more  details  of  the  next  two 


IT  industry  win  be  the  topic 
for  our  regular  feature  on  IT 
In  finance. 

□ The  main  themes  for 
the  June  2 issue  of  the  FT-IT 
Review  will  be:  Windows  - 
what’s  at  stake?:  IT  in  manu- 
facturing, with  an  emphasis 
on  computer-aided  design; 
and  IT  in  finance,  with  a 
focus  on  investment  bank- 
ing. Plus  all  our  regular  fea-  , , 

hires,  such  as  interviews  Tflfi  CO  1111110 
with  leading  suppliers  and 
users  of  IT.  □ The  main 
theme  for  the  July  ? issue 
will  be  electronic  commerce 
and  the  wired  business. 


Themes  for 


months 


Business  Solutions 
Series 

The  next  issue  in  the  new 
series  on  Business  Solutions 
will  focus  on  Knowledge 
Management,  and  will 
appear  on  Wednesday,  April 


Dickson,  Is  also  appearing 
with  the  FT.  Issue  number 
eleven  on  April  12  will  look 
at  gurus  In  the  information 
age.  For  back  copies,  call: 
+44  (0)  181  688  6323. 

FTiT  on  the  web 

Visit  the  FT  web  site, 
wwwJFT.com  for  up-to-the 


issues  of  the  Review,  (exclu- 
ding the  series  on  Mastering 
Information  Management), 
please  use  the  fex-u-back  ser- 
vice on:  08705  209  903.  (Cal- 
lers outside  the  UK  dial  exit 
COde:  +44  8705  209  903). 

In  the  event  of  problems, 
send  a flax  request  to  Row- 
ena  Carr-Allmson.  FT-IT 
Review,  on  0171  873  3197,  or 
e-mail:  Rowena  Carr-Allin- 
soni&FT.com 

O Subscription  service  for 
the  FT-IT  Review:  see  panel 
on  next  page. 

□ Advertising: 

Full  details  plus  e-mail 
addresses  relating  to  the 
FT-IT  Review  and  the  Busi- 
ness Solutions  series  can  be 
found  in  the  information 
panel  on  page  three  of  this 
current  issue,  or  write  to: 
Financial  Times, 

Number  One, 

Southwark  Bridge, 

London,  SE1  0HL, 
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VIEW  FROM  THE  TOP:  NAOYUKI  AKIKUSA 


Fujitsu  becomes  more  focused 


While  other  Japanese  conglomerates  predict  big  losses  this  year, 
profitable  Fujitsu  is  transforming  itself  from  a company 
dependent  on  hardware  production  to  one  whose  main  source 
of  growth  is  software  and  services,  reports  Paul  Abrahams 


Four  out  of  Japan's  five 
electrical  conglomerates 
appear  to  be  floundering 
under  the  weight  of  collaps- 
ing domestic  demand  and 
repeated  poundings  from  sil- 
icon chip  prices.  The  excep- 
tion is  Fujitsu. 

The  contrast  is  stark. 
Hitachi  expects  to  post  net 
losses  this  year  of  Y375bn 
<$32bn);  NEC  is  predicting  a 
Y150bn  deficit,'  Mitsubishi 
Electric  has  warned  it  will 
lose  YSQbn.  while  Toshiba 
says  it  will  only  break  even. 
But  Naoyuki  Akikusa, 
Fujitsu's  recently-appointed 
president,  insists  bLs  com- 
pany will  report  a profit  of 
Y20bn.  He  also  says  the 
group  is  on  track  to  achieve 
a 10  per  cent  return  on 
equity  by  2000. 

Many  market  analysts 
believe  Mr  Akikusa  may  be 
over-optimistic,  but  all  are 
quick  to  point  out  the  differ- 
ences between  Fujitsu  and 
the  other  big  conglomerates. 
Not  least,  Fujitsu  appears  to 
be  freeing  itself  from  the  tyr- 
anny of  the  silicon  price 


cycle,  transforming  itself 
from  a company  dependent 
on  hardware  manufacturing 
to  one  whose  main  source  of 
growth  and  profits  is  soft- 
ware  and  services. 

In  the  year  ending  March 
1908,  software  and  services 
accounted  for  28  per  cent  of 
revenues,  compared  with  39 
per  cent  from  computer 
hardware.  The  company's 
emphasis  on  software  and 
services  was  underlined  by 
the  appointment  of  Mr  Aki- 
kusa. who  had  been  head  of 
that  division. 

True.  Fujitsu  was  never 
entirely  like  the  other  big 
groups,  whose  operations 
variously  include  nuclear 
power  plants,  televisions,  air 
conditioners,  elevators  and 
D-Rams.  Its  heritage  as  a 
telecoms  provider  has  helped 
prevent  it  from  diversifying 
as  much  as  its  competitors. 
But  the  recent  greater 
emphasis  on  services  and 
software  has  also  allowed 
the  group  to  outperform  its 
rivals. 

Over  the  past  two  years. 


its  shares  have  outperformed 
Mitsubishi  Electric  by  more 
than  200  per  cent,  Hitachi  by 
more  than  160  per  cent.  NEC 
by  over  155  per  cent  and 
even  high-flying  Toshiba  by 
15  per  cent. 

In  spite  of  its  move  away 
from  hardware,  however. 
Fujitsu  is  still  suffering.  Mr 
Akikusa  emphasises  that  the 
hard  disk  drive  business  is 
doing  well,  mainframes  and 
software  and  services  are 
still  profitable,  and  the  PC 
business  is  not  posting  a big 
loss.  But  the  question  is 
whether  these  can  cover  the 
losses  elsewhere. 

The  group  has  been  hit  by 
a collapse  in  domestic 
demand  for  telecommunica- 
tions equipment,  following 
the  end  of  a digitisation  pro- 
gramme by  NTT.  Japan's 
dominant  service  provider. 
That  would  be  bad  enough, 
but  tbe  group  - along  with 
the  other  electrical  conglom- 
erates - is  also  suffering 
from  the  collapse  in  D-Ram 
memory  chip  prices. 

“The  D-Ram  problem  is  so 


big  that  it  is  difficult  to  be 
optimistic.  We  are  in  difficul- 
ties. The  weight  of  the  mem- 
ory operations  is  so  great.” 
says  Mr  Akikusa. 

In  February,  the  company 
revealed  that  its  serai-con- 
ductor operations  would 
make  operating  losses  of 
Y90bn- 

Fiyitsu  has  responded  to 
tbe  crisis  by  demonstrating 
an  unusual  grittiness  for  a 
Japanese  company.  “We 
won't  stay  in  the  business  of 
making  E>-Rams  Tor  PCs.  We 
are  exiting.”  explains  Mr 
Akikusa. 

The  group  has  reacted  by- 
closing  its  loss-making 
operations  at  Durham,  in  the 
north-east  of  England.  And  it 
will  continue  to  design 
chips,  but  outsource  manu- 
facturing. ft  has  already  set 
up  such  a deal  with  Taiwan- 
ese makers. 


New  products 


Tbe  group  also  plans  to 
reinforce  its  diversification 
away  from  commodity  chips. 
"We  have  to  come  up  with 
new  products  by  2001  that 
will  cover  the  fall  in  D-Ram 
sales.1'  explains  Mr  Akikusa. 

To  fund  these  develop- 
ments. the  group  is  increas- 
ingly resorting  to  joint  ven- 


tures and  collaborations.  For 
example,  it  is  working  with 
Toshiba  on  1 -gigabyte  tech- 
nology. with  Sony  on  system 
LSI  i system  on-a-chip)  and 
AMD  of  the  US  for  flash 
memory. 

Memory  chips  in  the  year 
to  March  31  will  account  for 
just  per  cent  of  output 
compared  with  37  per  cent  in 
the  year  to  March  1998.  The 
proportion  of  logic  chips  will 
jump  from  -w  per  cent  to  52 
per  cent. 

There  is  little  doubt  that 
Fujitsu  is  becoming  more 
focused,  concentrating  on  its 
core  strengths.  Mr  Akikusa. 
sitting  in  bis  white  shirt  and 
dark  grey  suit,  appears  stiff 
and  formal  when  inter- 
viewed. 

It  is  only  when  he  begins 
to  explain  this  need  for 
focus,  to  avoid  investing  in 
every  possible  development 
that  he  becomes  animated.  A 
politics  and  economics  grad- 
uate from  Waseda  Univer- 
sity. Mr  Akikusa  is  not  in 
awe  of  engineers 

“Generally  speaking,  engi- 
neers want  to  do  everything. 
It  may  be  a good  slogan  that 
by  doing  everything  you 
improve  mankind,  but  by 
doing  that  you  spend  a lot  of 
money.  We  have  to  educate 
tbe  engineers  to  focus  on  a 


few  things,”  says  Mr  Aki- 
kusa, 

He  is  putting  this  philoso- 
phy into  practice.  Mr  Aki- 
kusa explains  that  the 
group's  engineers  wanted  to 
expand  investment  in  thin- 
Rirn  transistor  liquid  crystal 
display  technology,  so 
Fujitsu  could  make  18- inch 
screens  and  even  mono- 
chrome products.  “But  we 
only  had  a global  market 
share  of  between  2 per  cent 
and  3 per  cent.  I told  them  to 
keep  concentrating  on  15- 
inch  products  for  internal 
use.  If  they  couldn't  concen- 
trate on  just  that,  I said  I 
would  sell  tbe  business.” 

He  chuckles  as  he  adds: 
“Sometimes  it's  good  not  to 
bave  a background  In  tech- 
nology.” 

Not  that  Mr  Akikusa  is  a 
technophobe.  He  accesses 
his  own  e-mail  at  the  office, 
while  at  home,  he  and  his 
daughters  use  the  'net  so 
much  that  he  describes  his 
wife  as  “an  internet  widow". 
He  is  trying  to  ensure  that 
Fujitsu's  employees  are 
equally  enthusiastic.  For 
example,  all  graduates  want- 
ing to  apply  to  the  company 
have  to  do  so  by  hitting  the 
web  site.  He  claims  he  would 
know  how  to  do  this  himself. 

Mr  Akikusa  is  trying  to 


Optimistic:  Naoyuki  Akikusa,  Fujitsu’s  recently-appointed 
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it.  128Bit  data  encryption  technology?  High  speed  ISDN 
Internet  access?  Advanced  Network  Integration?  Desktop 
telephone,  fax,  data  & video?  Total  Access  Control?  End-User 
Desktop  administration  tools?  Innovative  chassis  design  for 
minimal  maintenance  costs?  Multiple  storage  options  with 
DVD,  SuperDisk  LS-12D,  CD  Re-writable  drive  or  super  fast  2JP? 
Programmable  Hotkey  keyboard?  Plug  ‘n'  Play  peripheral 
connectivity  through  USB?  Or  Siemens  unique  heritage  in  voice 
and  data  systems  for  the  global  communications  industry?  The 
answer,  of  course,  is  ail  of  them.  Siemens’  technological 
excellence  and  unrivalled  experience  helps  to  reduce  your  cost 
of  ownership.  - To  find  out  more,  call  0800  125555. 


Siemens  Computer  Systems 

Information  meets  Communication 


SCENIC  660  DT;  Intel1  Renvum*  1U  processor  B00MH%  5T2Kb  eternal  cache.  64Mb  SCRAM.  CD  ROM  32.K  4 3Gb  HDD,  1 4Mb.  Mjiio*  MGA  GiGO  graphics 
4Mb.  Terra lec TT  SOLD  PCI  sound  card.  Iniel  10.100  Etfreres:  LAN,  KBPC  HK,  mouse.  1.44Mb  Wintaiw  NT  ORDER  No:  PCD  PUS60-€l(J* . £1.463  e&VAT. 
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move  the  company  away 
from  being  technology- 
driven  to  being  customer- 
oriented.  “We  do  not  want  to 
sell  boxes.”  he  explains.  “We 
want  to  add  value  by  provid- 
ing our  customers  with  solu- 
tions. 

“Our  customers  have  a 
huge  number  of  software 
and  hardware  products  to 
choose  from  - too  many  for 
them  to  be  able  to  make  tbe 
right  decisions,"  he  says. 
“We  want  to  help  them 
make  those  choices. 

"The  aim  is  for  Fujitsu  to 
create  a relationship  like 
tbat  of  a Japanese  main 
bank,  but  in  information 
technology.  Our  customers 
should  naturally  turn  to  us." 

Domestically,  the  group  is 
strong  in  domestic  govern- 
ment projects.  But  tbe  group 
also  has  global  ambitions. 
“We  have  a strong  customer 
base  in  Japan,  but  only  l per 
cent  market  share  in  north 
America,"  says  Mr  Akikusa. 
“The  software  and  services 
environment  is  changing 
quickly. 

“To  survive,  these  compa- 
nies may  need  to  make 
acquisitions.  This  is  not  a 
period  when  our  subsidiaries 
abroad  can  ask  Fujitsu  for 
funds.  They  must  obtain 
their  own." 

Mr  Akikusa  says  he 
remains  committed  to  an  ini- 
tial public  offering  in  I CL.  its 
UK  computer  services  sub- 
sidiary, This  is  scheduled  for 
next  year.  The  US  operations 
could  also  follow  the  same 
path,  be  adds.  Fujitsu’s  US 
operations  include  Amdahl. 
DMR  and  Fujitsu  Network 
Communications,  its  Slbn 


telecoms  equipment  group. 

Managing  such  interna- 
tional operations  is  far  .from 
easy,  he  admits.  Software 
and  services  have  to  be  local 
and  it  is  important  to 
encourage  this,  he  explains. 

But  while  maintaining 
localisation,  there  has  to  be 
some  standardisation-  -fie 
points  out  the  group  has 
already  made  substantial 
savings  by  developing  soft- 
ware  for  the  whole  company. 


However,  Fujitsu  is  quick  to 
add  that  there  is  no  question  J 
of  selling  a majority  stake  in 
, any  of  the  subsidiaries.  / 

There  are,  however,  Hmfts 
to  tbe  transformation  being 
wrought  by  Mr  Akikusa. 
Although  tbe  group's  Enra- 
pean  operations  are  doing 
well,  analysts  question  tie 
company's  long-term  com- 
petitive advantage  In  the 
industry. 

Mr  Akikusa  says  that  at 
some  point  the  company 
may  concentrate  on  laptops 
rather  than  desktops,  but  is 
otherwise  non-committal. 

The  cellular  phone  /j§ 
operations  are  also  dearly  a « 
problem.  Sales  in  the  year  to  1 
March  31  were  well  below 
previous  levels  and  also  way 
down  on  the  company's  fore- 
casts . 

Nevertheless,  while  the 
other  conglomerates  seem 
incapable  of  generating  con- 
solidated profits  at  the 
moment  Fujitsu  looks  set  to 
reap  the  rewards  of  its  trans- 
formation. Although  Mr  Aki- 
kusa insists  this  has  been  a 
long-term  trend,  his  dyna-' 
tnism  is  at  least  in  part  tbe 
cause  of  Fujitsu's  relatively 
comfortable  position. 
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Lycos  sought  by 
bidders 


internet  search  engines  are 
hot  properties,  one  of  the 
hottest  being  Lycos  - at  least 
to  judge  by  the  bidding  war 
that  has  broken  out.  CMGI,  a 
US  venture  fund  and  the 
largest  investor  in  Lycos,  was 
last  month  looking  tor  a 
company  to  better  the  bid  at 
$6bn  by  USA  Networks.  CMGI 
claimed  the  bid  was  too  low 
relative  to  the  heady 
valuations  of  net  stocks. 


become  the  first  port  of  caff 
for  the  estimated  400m 
people  around  the  world  - 
including  30m  in  the  US  - 
who  would  be  happier  surfing 
in  Spanish,  Spain's  leading 
search  engine  OI6  atso  has 
eyes  on  this  market  and 
announced  it  may  list  on 
Nasdaq,  the  US  exchange. 
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Spanish  web  company 
plans  listing 


QxroPasa.com,  a Spanish  - 
language  search  engine  and 
web  site,  has  filed  to  sell 
$40m  at  Shares  through  an 
initial  public  otfen'ng.  showing 
that  IPO  fever  is  also 
spreading  to  the  non-English 
speaking  internet  market. 

The  US-based  site  hopes  to 


Intel  settlement 

Intel,  the  dominant  US 
semiconductor  company, 
reached  a settlement  with  the 
Federal  Trade  Commission 
over  its  antitrust  dispute  - 
brought  several  years  ago  - 
that  alleged  the  chip  giant 
withheld  information  from 
competitors  that  refused  to 
licence  their  patents  to  Intel. 

Meanwhile,  settlement  talks 
to  resolve  the  antitrust  case 
brought  against  Microsoft  by 
the  US  Justice  Department 
and  19  states  broke  up 
without  resolution.  The  case 
returns  to  court  on  May  10. 
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